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NATIONAL POLICY AND ISSUES 


JOURNAL ON FIXED ASSET INVESTMENT CYCLES 
HK Beijing JINGJI YANJIU in Chinese No 2, 20 Feb 86 pp 18-21 


[Article by Liu Shucheng [0491 2885 2052] of the Quantitative Economics 
and Technological Economics Institute under the Academy of Social Sciences 
of China: “An Initial Exploration of the Cyclicity of China's Investment 
in Fixed Assets"--completed in December 1985] 


['‘ext] In China over the last 30-some years, control has been lost, time 
and again, over the scale of investment in fixed assets. Although the 
degree to which control was lost and the reasons control was lost differed 
on different occasions, in all cases it was harmful to the stability and 
coordinated development of the national economy. At present, as China 
thoroughly develops overall economic structural reforms which focus on 
cities, understanding and mastering the patterns of China's investment in 
fixed assets are of great importance in maintaining healthy development of 
the national economy, ensuring smooth implementation of reforms and making 
certain that the reforms and construction accord with and promote each other. 


Is there a cyclicity to China's investment in fixed assets? If there is, 
does it have any special characteristics? What are the reasons for this 
cyclicity? How can we emphasize this cyclicity to obtain the scale of 
investment and control the development of the overall national economy? 
These questions have not yet been thoroughly researched by China's economic 
circles and thus this article attempts an initial exploration of these 
questions. 


The Cyclicity of Our Nation's Investment in Fixed Assets and its 
Characteristics 


Statistical details of our nation's total investment in fixed assets (with !n 
the limits of public ownership) during the period 1952-1984 and its growth 
rate are given in Table 1. (Footnote 1) (figures for 1952-1983 are taken 
from p 301 of "China Statistical Yearbook 1984" published by ZHONGGUO 

TONGJI CHUBANSHE in 1984. The 1984 figures are taken from “Statistical 
Bulletin of the PRC State Statistical Bureau on National Economic and Social 
Development in 1984" carried in RENMIN RIBAO on 10 March 1985. All figures 
are calculated on the basis of the prices for their respective years.) 
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Table 1 
China's Total Investment in Fixed Assets and Its Growth Rate 




















Year fotal Investment Growth Rate Cycle 
(Unit 100 million yuan) (Percentage) 

1952 43.56 

1953 91.59 +110. 26 

1954 102.68 +12.11 First 

1955 105.24 +2.49 

1956 160.84 +52.83 Cycle 

1957 151.23 -5.97 

1958 279.06 +84 .53 

1959 368.02 +31.88 Second 

1960 416.58 +13.19 

1961 156.06 -62.54 cycle 

1962 87.28 -44.07 ~ 

1963 116.66 +33.66 

1964 165.89 +42.20 Third 

1965 216.90 +30.75 

1966 254.80 +17.47 Cycle 

1967 187.72 -26.33 

1968 151.57 -19.26 

1969 246.92 462.91 

1970 368.08 +49 .07 Fourth 

1971 417.31 +13.37 Cycle 

1972 412.81 -1.08 ” 

1973 438.12 +6.13 

1974 463.19 +5.72 Fifth 

1975 544.94 +17.65 Cycle 

1976 523.94 -3.85 : 

1977 548.30 +4.65 < 

1978 668.72 +21.96 Sixth 

1979 699.36 +4.58 

1980 745.90 +6.65 Cycle 

1981 667.51 -10.51 " 

1982 845.31 +26 .64 

1983 951.96 412.62 Seventh 

1984 1,160.00 +21.85 Cycie 





From the "Growth Rate” column in Table 1, we can see that over the last 
32 years, after every 3 or 4 years of growth in fixed assets (positive 
sign), there is 1 or 2 years of decline (negative sign), this clearly 
showing cyclical nature. 


This cyclical nature has the following characteristics: 


First, the period of sustainment in each cycle is in general 4 to 5 years. 
A calculation from the time total investment in fixed assets for that year 
starts to increase over the previous year, that is, when the investment 
rate first becomes positive, to when the total investment in fixed assets 
falls from the previous years, that is, when the investment growth rate for 
the year is negative, is taken as one cycle. 
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The first cycle: 1953-1957, was sustained for 5 years. 

The second cycle: 1958-1962, was sustained for 5 years. 

The third cycle: 1963-1968, was sustained for 6 years. 

The fourth cycle: 1969-1972, was sustained for 4 years. 

The fifth cycle: 1973-1976, was sustained for 4 years. 

The sixth cycle: 1977-1981, was sustained for 5 years. 

The seventh cycle: 1982-1984, has been sustained for 3 years, but is not 
complete. 


Seen from the cycles already completed, except for the third cycle which was 
sustained for 6 years, all the others were cycles of 4-5 years. 


Second, the amplitude of the growth and decline of investment in fixed 
assets within each cycle has gradually become more moderate. 


The highest peak of the rate of growth of investment in fixed assets within 
each cycle added tc the lowest point will give us the amplitude. The 
amplitudes for each cycle are as follows: 


First cycle: 116.23 (110.25 +5.97) 
Second cycle: 147.07 (84.53 + 6. .54) 
Third cycle: 68.53 (42.20 + 26.33) 
Fourth cycle: 63.99 (62.91 + 1.08) 
Fifth cycle: 21.50 (17.65 + 3.85) 
Sixth cycle: 32.47 (21.96 + 10.51) 


Large rises or falls in investment greatly effect the overall national 
economy. The gradual reduction of the amplitude of rises and falls in the 
rate of investment growth shows that China has drawn lessons from the great 
rises and falls of the past, and that the situation is gradually changing 
for the better. 


Third, the years in which the negative low-point in the growth of investment 
in fixed assets occurred gradually became clocer to the beginning of each 
5-Year Plan. 


In the First 5-Year Plan, it occurred in the 5th year (1957). 

In the Second 5-Year Plan, they occurred in the fourth and fifth years 
(1961 and 1962). 

In the Third 5-Year Plan, they occurred in the second and third years 
(1967 and 1968). 

In the Fourth 5-Year Plan, it occurred in the second year (1972). 

In the Fifth 5-Year Plan, it occurred in the first year (1976). 

In the Sixth 5-Year Plan, it occurred in the first year (1981). 


This shows that during the First and Second 5-Year Plans, it was possible in 
the first few years to invest on a large scale and the low-points came at 
the end of the plan. When we come to the Fifth and Sixth 5-Year Plans, at 
the beginning there were years of rather low investment and this caused the 
beginning of these 5-Year Plans to have a rather passive aspect of compres- 
sion and readjustment. 











The Reasons for the Cyclicity 


What, in fact, gives rise to the cyclicity of China's investment in fixed 
assets? Is it purely subjective mistakes, purely objective inevitability 
or a combination of the two? What difference is there between this and the 
cyclicity of economic crises and investment in fixed assets under a 
capitalist system? 


Under a capitalist systen, the cyclicity of econowic crises spurs on the 
cyclicity of great renewal and investment of fixed capital. At the same 
time, the latter also becomes the material base for the former. Marx 
pointed out: "This cycle, comprising a number of years, through which 
capital is compelled to pass by its fixed part, furnishes a material basis 
for the cyclical crises in which business goes through successive periods 

of lassitude, average activity, overspeeding and crisis. It is true that 
the period in which capital is invested are different in time and place, but 
a crisis is always the starting point of a large amount of new investments." 
(Marx "Das Kapital” Yol 2 p 207 RENMIN CHUBANSHE 1975 ed.) The cyclicity 

of the economic crises and investment in fixed assets has its origins in 

the basic contradictions inherent within the capitalist production modes. 
That is, it has its origins in the contradiction between production with a 
high degree of socialization and capitalist private possession. This 
cyclicity is thus established on a base where capitalist commodity produc- 
tion has a fair surplus. 


Everything in the world fluctuates as it moves. Everything progresses in 
waves and develops in an imbalanced way. Seen in terms of this philosophical 
principle, it is not strange that China's investment in fixed assets also 
fluctuates. However, in specific terms, under our national conditions, the 
cyclical fluctuations of investment in fixed assets are different to those 
un er capitalist conditions. 


First, China is a socialist nation, the means of production are publicly- 
owned and in the national economy, planned management plays the leading 
role. Through planned management and the use of various measures, we can 
adopt appropriate means to control and regulate the scale of investment in 
fixed assets. Thus, basically, the cyclicity of our investment in fixed 
assets does not have its origins in the social system itself. 


Second, China is a developing socialist nation and, speaking from the 
objective conditions, we do not have a relative surplus of material pro- 
duction, but rather a relative lack of material strengths. Our society's 
basic contradiction is that between daily increasing materials and cultural 
demands and backward social productive forces. This contradiction is 
reflected in the contradiction between the need for investment in fixed 
assets for large scale capital construction and the insufficiency of 
material strengths. The insufficiency of material strenghts is mainfested 
in the fact that large scale economic construction is restricted by major 
proportional relationships in several aspects. The first aspect is the 
proportional relationship between agriculture, light industry and heavy 
industry. In fixed asset investment, there must be the guarantee of 











appropriate means of production, and this responsibility is generally 
shouldered by heavy industry. Large scale investment requires the rapi’ 
development of heavy industry. If heavy industry develops too swiftly, 

it will squeeze out agriculture and light industry, and will lead to a 

loss of balance between agriculture, light industry and heavy industry. 

The second aspect is the proportional relationship between accumulation and 
consumption. The majority of investment in fixed assets is the accumulation 
portion in the final use of national income. Within a tixed period, total 
national income is fixed. If accumulation is excessive and the rate of 
accumulation rises, it will put pressure on consumption, including both 
individual and social consumption. When the scale of investment is too 
large, and the rate of accumulation is too high, the pressure on consumption 
will be too great. This will result in a loss of balance in the proportional 
reiationship between accumulation and consumption. The third aspect is the 
proportional relationship between construction and production. For a long 
period, investment in fixed assets uses social labor, materials and 
finances, but does not supply useful products. If the material strengths 

it uses are excessive, it will put pressure on normal production, and will 
heighten the scarcity of energy, communications and raw materials. This 
will affect the production of useful products, and lead to a loss of balance 
in the proportional relationship between construction and production. Since 
the founding of the PRC, to enrich our country on its existing very weak 
base, an objective requirement has been large scale economic construction, 
yet on each occasion the scale of investment grew too large, the contradic- 
tions of insufficient material strengths became increasingly prominent. 

This gradually led to serious imbalance in the major proportional relation- 
ships of the national economy, resulting in short supply and disorder in 
overall socio-<conomic life. At such a time, readjustment is required. 
Through readjustment, the important proportional relationships of the 
national economy move towards rationality and it becomes possible to again 
start the next large-scale investment. Seen from this angle, the cyclicity 
of China's investment in fixed assets has a certain objective nature. 


Third, China is a developing socialist nation. The socialist system itself 
still needs further improvement, especially in terms of the economic manage- 
ment system and the level of management. We still lack experience in these 
respects. In terms of subjective conditions, when carrying out large scale 
investment, we should maintain a clear mind in our guiding ideology and avoid 
blind or premature advance. Also, in macroeconomic management, we should 
implement effective contro! and avoid large increases and falls. However, 

we are still not able to do this well. Viewed from this perspective, the 
large increases and falls in our fixed asset investment cycles embodies 
mistakes in work, and has a certain subjective nature. 


Mastering the Cyclicity of Investment in Fixed Assets 


At present, China is carrying out overall reform of the economic structure 
with stress placed on cities, and it is inevitable that a series of new 
situations will occur in economic life. These require that, following the 
passage of time and the changes in various situations, we judge the hour 








and sum up the situation and, in practice, continually explore and continually 
enrich and rectify our knowledge, and better master the cyclical changes in 
investment. 


Still, it has been shown above that in general, fixed asset investment 
cycles are 4 to 5 years. To be sure, since it is difficult to achieve 
changes quickly, this situaticn may continue for some time. This is because, 
on the one hand, if we are to realize our great national economic develop- 
ment goals set for the end of the century, we must continue to engage in 
large-scale investment. On the other hand although China has been built up 
through several 5-Year Plans, the problem of a lack nf material strengths 
cannot be solved at one stroke, and large scale investment must continue to 
be subject to the restrictions of the major proportional relationships of 
the national economy. Another factor is that, as the overall economic 
structural reforms are being carried out, we must develop the roles of 
various types of measures and various types of economic levers, and 
implement effective macroeconomic regulation and control, which requires 

a certain amount of time. 


Within the next few years, if there are no other major changes, according 
to the cycle noted above, the low point years for investment in fixed 
assets will be around 1986 and 1991. This is only a rough prediction. If 
we continue to understand and master the cyclicity of investment in fixed 
assets, we will, in facing these cyclical fluctuations, be able to reduce 
blindness, inczvease conscious reaction and actively control it. This will 
be of assistance in using it to serve us. In specific terms: 


1. In positive years, that is in the first years when we can increase 
investment over the previous year, we should not increase it too swiftly 
and thereby lose our reserve strengths. 


2. When the positive years are being sustained, each year we should 
aprropriately make allowance for unforeseen circumstances so that the 
investment peak is not too precipitous and the amplitude is reduced. This 
will allow the period for which positive years are sustained to be lengthened 
aad will extend the cycle. 


3. In negative years, that is when those low years in which investment falls 
from the preceding year are due, we must in a timely way draw back and 
consciously reduce investment. 


4. When we are in the low point years, we mist engage in effective control 
and regulation so that there are no drastic falls. On the one hand, this 
can ensure ‘hat the low points are not too low, and on the other hand this 
can reduce, as far as possible, the period of readjustment. 
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PROVINCIAL AFFAIRS 


LEADERS HONOR LATE INDUSTRIALIST GUO DIHUO 
0W192226 Beijing XINHUA in English 1906 GMT 19 Apr 86 


[Text] Guangzhou, 19 Apr (XINHUA)--A memorial meeting was held here this 
morning to pay tribute to Guo Dihuo, a late patriotic industrialist. 


Guo, vice-chairman of the Central Committee of the China Democratic National 
Constructé#on Association, died of illness 9 April at the age of 82. 


He wae<ialso a standing committee member of the Sixth National Committee of the 
Chinese People's Politic:l Consultative Conference, a standing committee member 
of the All-China Federation of Industry and Commerce, and vice-chairman of the 
Ali-China Federation of Returned Overseas Chinese. 


More than 700 people attendec the meeting presided over by Ye Xuanping, 
governor of Guangdong Province. 


Wreaths were presented by Zhao Yiyang, Chen Yun, Ye Jianying, Peng Zhen, Deng 
Yingchao and other leaders. 


Guo was born in Sydney, Australia, into a family of overseas Chinese. He re- 
turned to attend a university in Guangdong Province in 1918 and went to study 
in the United States. 


He became an engineer in a Shanghai textile company in 1927 and was deputy 
manager of the company when the People's Republic of China was founded in 1949. 


In 1958, he was appointed deputy governor of Guangdong Province 


{Beijing XINHUA Domestic Service in Chinese at 1813 GMT on 19 April transmits 

a similar item, which reports that wreaths were also presented by Xi Zhongxun, 
Yang Shangkun, Ji Pengfei, Wei Guoqing, Hu Juewen, Rong Yiren, Zhung Xiquan, 

Hu Ziang, Miao Yuntai. Wang Guangying, leading members of the Guangdong Province 
Lin Ruo and Ye Xuanping, the CPPCC Natienad Committee, the General Office of 

the NPC Standing Committee, the Organization and United Front Departments of 

the CPC Central Committee, the Central Committee of the China Democratic 
National Construction Association, the Overseas Chinese Affairs Office of 

the State Council, the PRC Committee for the Drafting of the Basic Law of the 
Hong Kong Special Administration Region, the All-China Federation of Industry 





and Commerce, the All-China Federation of Returned Overseas Chiuese, the 
Guangdong Provincial CPC Committee and its advisory commission, the Guangdong 
Provincial People's Congress Standing Committee, the Guangdong Provincial 
Government, the Guangdong Provincial CPPCC Committee, the Shanghai Municipal 
CPC Committee, the Shanghai Municipal People's Congress Standing Committee, 
the Shanghai Municipal Government, the Shanghai Municipal CPPCC Committee, 
the China International Trust and Investment Corporation, and the Board of 
Directors of the Bank of China. 


The report adds: "Also sending wreaths were Xu Jiatun, director of the Hong 
Kong branch of XINHUA; Ko Ping, president of Nanguang Corporation of Macao; 
and well known personages in Hong Kong and Macao Fei Yimin, Wang Kuangcheng, 
Ma Wangqi, Huo Yingdong, Tang Bingda, and Gao Zuoxiong. 


"Mr (Yu Yongrun), consul general of the U.S. Consulate General in Guangzhou, 
and his wife; and Mr Williams of the Chinese Affairs Department of the U.S. 
State Department, and hiw wife also sent wreaths."'] 


/9274 
CSO: 4020/3011 
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SHANGHAI BENEFITS FROM RESIDENTS' SUGGESTIONS 
0W210728 Beijing XINHUA in English 0636 GMT 21 Apr 86 


(Text ] Shanghai, 21 Apr (XINHUA)--Shanghai Municipal People's Government is 
exhilarated at the letters that have kept pouring in from residents and 
Shanghai natives working in other parts of China offering advices and sugges- 
tions on how to improve city management. 


But a few years ago, the government was bombarded with letters of personal 
complaints, a vice-mayor said. 


The shift in letter contents show people's concern for the municipal develop- 
ment and their aspiration to participate in city management, the mayor said. 


The proposers include workers, teachers, engineers, retirees and Shanghai 
natives who are working in other parts of China. 


Hu Jusheng, a worker at the Shanghai aviation machinery factory, suggested to 
the municipal authorities that they should build a new bridge over the Suzhou 
River that runs through the city center to alleviate the strain on the exist- 
ing bridge and sent his draft blueprint of the new bridge. 





The vice-mayor jumped upon the idea and requested the construction department 
to consider it. 


The urban and rural construction planning committee reported to have received 
180 suggestions and ideas in less than one year since it was set up. 


The letters cover urban construction planning, rebuilding of old districts, 
improving transit facilities, environmental protection and greening. 


The ideas have been carefully thought up and some are clearly based on in- 
vestigations, the committee official commented. 


Letters to other municipal departments incidded advice on anti-corruption 
masures and more flexible economic policies to encourage more active external 
economic activities. 


All the letters have been or are being carefully read and studied and many of 
the ideas have been adopted, said an official from the municipal department 
handling letters from the residents. 


19274 
cso: 4020/301 10 
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AGGREGATE ECO..OMIC DATA 


TIANJIN COMMUNIQUE ON ECONOMIC, SOCIAL DEVELOPMENT 
SK211100 Tinajin TIANJIN RIBAO in Chinese 4 Apr 86 p 2 


{Communique on 1985 economic and social development statistics issued by the 
Tianjin Statistical Bureau--date not given] 


[Text] In 1985, the people throughout the municipality, led by the municipal 
CPC Committee and Government, conscientiously implemented the policy of 
enlivening the domestic economy and opening to the outside world, and worked 
in the spirit of conducting innovation and pioneering the road of advance to 
further carry out the reform of the economic structure with a focus on the 
urban economy. In the course of invigorating the microeconomy, the 
municipality strengthened the management and control over the macroeconomy. 
As a result, the national economy developed rapidly. 


The total product of society grew sustaintedly, steadily, and comprehensively. 
According to preliminary estimates, the total product of society came to 39.65 
billion yuan, an increase of 14.6 percent over that of the previous year. The 
national income was 13.9 billion yuan, an increase of 14.2 percent over that 
of 1984. The total industrial and agricultural output value was 32.704 
billion yuan, an increase of 15.1 percent (calculated in terms of constant 
1980 prices). Local revenue was 4.411 billion yuan, overfulfilling the annual 
plan by 14.1 percent and showing an increase of 21.2 percent. The major 
targets for the national economic and social development set forth in the 
"Sixth 5-Year" Plan were fulfilled or overfulfilled. Along with the sustained 
growth of production, the domestic market was brisk and the municipality 
further expanded its external economic ties through contacts with foreign 
countries. Notable achievements were scored in urban construction. The 
livelihood of the urban and rural people continued to improve. New 
development was made in science, education, culture, public health, sports, 
newscast broadcasting, and publications. According to preliminary estimates, 
the gross national product was 16.86 billion yuan, an increase of 14.3 percent 
over that of last year. Major problems in national economic development were 
as follows: The economic structure could not suit the changing situation of 
the social demand. The tertiary industry could not suit the demands of the 
urban development. We still suffered shortages in the supplies of power and 
some raw materials, and transportation was strained. Prices of some 
foodstuffs rose substantially. 
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l. Industry 


In 1985, the industrial production developed steadily in the course of refori; 
the vigor of enterprises was further increased; and technological 
transformation was speeded up. The outpu: of marketable products increased by 
a large margin. Economic results notably increased. 


The total industrial output value for 1985 was 28.56 billion yuan, an increase 
of 12.4 percent over the previous year. When including the output value 
realized by industry run by the units at or below the village level, the total 
industrial output value was 31.3 billion yuan, an increase of 15.3 percent. 

Of the total industrial output value, the output value realized by state 
industry increased by 9.7 percent, that by collective industry increased by 22 
percent, and that by industry of other kinds of ownership increased by 42.6 
percent. The output of 50 of the 100 major industrial products met or topped 
the plans. Of these major products, the output of 65 showed increases over 
those of the previous year. 


The total output value of light industry in 1985 was 15.528 billion yuan, an 
increase of 9.8 percent over 1984. Many trades readjusted the production 
structures in accordance with the market demands. Quality, famous-brand, and 
new daily consumer goods were vigorously developed, and the output of 
marketable high- and medium-grade products increased. The output of some 
major durable consumer goods increased by 6.8 percent to 160 percent 
respectively. This played a key role in stabilizing the market. The quality 
of products continued to improve. The designs and varieties of products 
continued to expand. Of the 32,615 new products, new specifications, new 
patterns and new packages which were successfully manufactured in 1985, 19,473 
went into production. 


The output of major light industrial products was as follows: 


Percentage Increase 


1985 Over 1984 
Chemical Fiber 61,600 tons 17. 
Cotton Yarn 115,700 tons -0. 


Cloth 400 million meters 


Woolen Piece Goods 13.9 million meters 
Silk Fabrics 33.38 million meters 
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Bicycles 5,631,700 ‘ 
W-istwatches 4.01 million ‘ 
Television Sets 885,200 43. 

of which: 

color television sets 323 ,600 110 
Cassette Recorders 287,700 36.) 
Cameras 120 , 500 28.1 
Washing Machines 164 , 860 55.8 
Household Refrigerators 51,700 160 
Electric Fans 343,100 50 
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Machine-made Paper and 


Paper Board 221, 301 tons -15.8 
Beer 45,200 tons 20.3 
Cigarettes 485 , 300 cartons 12.7 
Chemical Pharmaceuticals 1, 508 tons 22.9 


The 1985 heavy industrial output value was 13.032 billion yuan, a 15.8 percent 
increase over the previous year. Major basic raw materials and energy 
products grew by 6.2 percent to 16.8 percent, and other major means of 
production grew by 10 to 100 percent. 


The output major heavy industrial products is listed as follows: 


Percentage Increase 


1985 Over 1984 
Crude Oil 3,746, 300 tons 16.8 
Natural Gas 570 million cubic meters 8.4 
Electricity 8.038 billion kwh 1.0 
Steel 1,116,300 tons -15.8 
Rolled Steel 1,440,500 tons - 3.8 
Cement 975,600 tons 7.8 
Plate Glass 1,218,400 standard boxes 40.1 
Soda Ash 513,800 tons 8.1 
Caustic Soda 233,600 tons 6.2 
Chemical Fertilizer 53,700 tons - 30.0 

(in terms of 100 percent) 

Chemical Insecticides 23,100 tons -14.4 
Plastics 101,700 tons 6.6 
Rubber Outer Tires 44,800 25.3 
Machine Tools 2,769 1.0 
Motor Vehicles 20 , 787 110 
Tractors 9,000 9.8 


The economic structural reform was carried out steadily; large- and medium- 
sized enterprises gained vigor; and the economic responsibility system in 
various forms further developed. In 1985 88.9 percent of the local budgetary 
state-owned large- and medium-sized enterprises implemented the second step of 
the tax reform, and 176 state-owned small enterprises implemented the eight- 
grade above-quota progressive income tax system. 


Industrial enterprises of our municipality achieved fairly good economic 
results in 1985. The per-capita productivity of state-owned industrial 
enterprises which enforced the independent accounting system was 23,515 yuan, 
an 8.9 percent increase over the previous year. A total of 37 products of the 
municipality won gold and silver medals of the state. The energy consumption 
per 10,000 yuan of output value was 3.26 tons, a decline of 6.3 percent from 
the previous year. The turnover period for circulation funds of local 
budgetary state industrial enterprises was 85.4 days, 1.3 days less than in 
the previous year. Local budgetary state-owned industrial enterprises 
achieved a simultaneous increase in production, marketing, and profits and 
taxes, registering a 10.1 percent growth in output value, a 15.5 percent 











growth in the income from marketing, and a 16.3 percent growth in the profits 
and taxes realized as compared witn the previous year. However, the cost of 
comparable products rose by 5.2 percent due to the price increase of some raw 
materials; some scarce consumer goods for daily use still fell short of market 
demands; power supply was strained; and the supply of some raw materials also 
failed to satisfy the needs in developing production. 


2. Agriculture 


In 1985 while consolidating and perfecting the output-related contract 
responsibility system in the rural areas, the municipality reformed the 
monopolized and the fixed-quota purchases of arm products, further readjusted 
the product'on setup, actively expanded diverse undertakings, and continuously 
improved the cooperative organizations, thus making the rural economy f!ourish 
even more. 


The total rural product of the year reached 6.498 billion yuan, 30.5 percent 
more than the previous year. Of the increase, the output value of industry, 
building industry, transportation, commerce, and catering industry rose by 
34.5 percent, and its proportion also rose from 66.5 percent in the previous 
year to 68.5 percent. 


The agricultural output value was 4.144 billion yuan (calculated at 1980 
constant prices), 38.5 percent greater than the previous year (deducting the 
output value of industrial enterprises run by the units at the villaye level 
or below, it was 1.404 billion yuan, a 12.8 percent increase over the previous 
year). In the gross agricultural output value, the output value of cropping 
grew by 3.4 percent over the previous year; that of forestry dropped by 15 
percent; that of animal husbandry grew by 36 percent; that of sidline 
production grew by 56.3 percent; and that of fisheries grew by 12 percent. 


The structure of crops became more balanced and the areas sown to oil-bearing 
crops showed an increase over the previous year. In the output of major farm 
products, the output of cotton declined from the previous year because cotton 
fields were cut in line with the state plan, and that of grain went up by 7 
percent, despite a decline in grain areas, thanks to the increase in acerage 
per-mu yield. Good harvests were also reaped in oil-seeds and vegetables. 


The output of major farm products is listed as below: 


Percentage Increase 


1985 Over 1984 
Grain 1,405,200 tons 7.0 
Cotton 23,805 tons -27.7 
Oil-bearing Seeds 68,355 tons 23.9 
Vegetables 1,515,200 tons 2.6 


The further implementation of the policies for forestry sparked the masses' 
enthusiasm for planting trees and developing barren mountains. By the end of 
1985, the municipality had 38,200 hectares of forest areas, an increase of 9.2 
percent over that of 1984; and saplings were growing on 4,553 hectares, an 











increase of 11.6 percent. The output of chestnuts increased by 8.2 percent 
and that of walnuts dropped by 3.2 percent. 


New progress was made in raising animals and poultry. The output of pork, 
beef, mutton, milk, poultry, and eggs increased by a large margin. The number 
of large animals and hogs in stock at year end continued to increase, but the 
number of sheep in stock dropped. 


The output of major animal by-products and head of livestock were as follows: 
Pork, Beef and Mutton 63,223 tons 6.7 

of which: 

Pork 58,520 tons 6.9 

Beef and Mutton 4,703 tons 4.5 
Milk 43,043 tons 10.5 
Poultry 5,966,000 head 41.8 
Eggs 106,100 tons 47.4 
Large Animals at Year End 248,400 head 8.1 
Hogs at Year End 738,100 head 9.6 
Sheep at Year End 524 , 200 -).7 


The output of aquatic products increased by a big margin. The total output of 
aquatic products was 48,700 tons, an increase of 9.5 percent over 1984. Of 
this, the total catch of freshwater products increased by 15,100 tons, an 
increase of 68.3 percent; and that of marine products was 1,418 tons, an 1.2- 
fold increase over that of the previous year. 


Conditions for agricultural production were improved. Farm machinery 
increased. By the end of 1985 the total power capaicty of farm machines was 
4.507 million horsepower, an increase of 6.6 percent over the previous year. 
The number of large- and medium-sized tractors was 12,525, an increase of 5.5 
percent; and that of small-capacity and walking tractors was 11,336, an 
increase of 24.1 percent. The number of heavy-duty trucks for farm use was 
11,650, an increase of 28.3 percent. A total of 271,200 tons of chemical 
fertilizer were applied during the year, an increase of 6.1 percent. The 
total consumption of electricity in the rural areas was 1.031 billion kwh, an 
increase of 6.5 percent. 


The present agricultural production structure of the municipality still fails 
to meet the demands of the society. We still lag behind in terms of our 


farming and fish production. 


3. Investment in Fixed Assets and the Building Trade 


The construction of key projects and the technological transformation were 
stepped up in 1985. New progress was made in the system reform. The total 
investment in fixed assets was 5.85 billion yuan, showing an increase of 1./61 
billion yuan or 43.1 percent over the previous year (not including the 
investments in running cooperative economic organizations in the rural areas 





and in building private houses in the urban and rural areas). Of this, the 
investment in state units was 5.415 billion yuan, and that in urban collective 
units was 435 million yuan. Of the total investment in fixed assets, the 
investment in fixed assets covered by the local plans for controlling the 
scale of investment in fixed assets was 3.68 billion yuan, not exceeding the 
planned target of 3.8 billion yuan. 


Of the investment in fixed assets for state units, the investment in capital 
construction was 3.085 billion yuan, an increase of 40.2 percent over the 
previous year. Of this, the state budgetary investment was 1.114 billion 
yuan, a drop of 12.7 percent; domestic loans were 265 million yuan, an 
increase of 300 percent; foreign capital was 155 million yuan, an increase of 
800 percent; and the funds raising from among the people were 889 million 
yuan, an increase of 46 percent. 


The construction of key projects was further strengthened. The investment in 
the energy resources industry was 358 million yuan, an increase of 50.5 
percent over the previous year. Investment in transport and posts and 
telecommunications was 302 million yuan, an increase of 69.3 percent. 
Investment in education and scientific research was 242 million yuan, an 
increase of 44.8 percent. The municipality made an investment of 892 million 
yuan in 20 large- and medium-sized state projects, accounting for 90.6 percent 
of the annual plan. Newly added production capacity and results gained from 
these projects were as follows: A total of 720,000 black-and-white 
kinescopes, 15 million diodes, 15 million varactor diodes, 3 million tons of 
loading and unloading capacity of the Signanchi container wharf in Tianjin 
Harbor, and the No 2 Hai lle sluice gate with per second water flow of 1,200 
cubic meters. 


Technological transformation among the enteprises was accelerated. In 1985, 
the municipality invested 2.496 billion yuan of funds in equipment renewal, 
technological transformation, and for other purposes, an increase of 45.5 
percent over that of last year. Of this, the funds for equipment renewal and 
technological transformation were 2.227 billion yuan, an increase of 887 
million yuan or 66.2 percent over that of the previous year. Of the 37 key 
municipal projects for equipment renewal and technological transformation, 12 
were completed and went into operation. Of the investment in these regards 
for state units, 162 million yuan was used to develop transport, posts, and 
telecommunications, an increase of 45.9 percent; 410 million yuan was used to 
increase the output of daily consumer goods, an increase of 43.4 percent; and 
470 million yuan was used to expand the varieties of products and to upgrade 
the quality of products, an 1./-fold increase. The newly added production 
capacity was as follows: A total of 220,000 tons of open-hearth steel, 14,000 
tons of sulphurit acid, 40,000 tons of refined vegetable oil, 150,000 
television sets, and 9,680 woolen spinning spindles. 


Further advances were made in the reform of the administrative systems of the 
building industry and capital construction. Of the large- and medium-sized 
construction projects which were under construction in 1985, 12 introduced 
various forms of investment contract system, accounting for 37.5 percent of 
the total. Of the 6,874 projects undertaken by the building industry, 5,971, 
or 86.9 percent, introduced various forms of a contract system. Total output 
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value of construction and building enterprises across the municipality came to 
2.617 billion yuan, up 28.7 percent over the previous year. Reform promoted 
the improvement of economic results. Per-capita labor productivity of the 
construction enterpriscs was 10,633 yuan, up 19.5 percent over 1984. Floor 
space of housing completed by per worker or staff member of construction 
enterprises in 1985 averaged at 32 square meters. However, construction 
period of some projects was relatively long, and high attention should be paid 
to improving the quality of construction. 


4. Transportation, Posts, and Telecommunications 


In 1985, by pushing through reforms, tapping potentials, construction, and 
read justing the transportation structure, the transportation departments 
continually raised their shipping capacity. After reforming its management 
system, with focus on the locality, Tianjin Harbor scored outstanding 
achievements in its production. In 1985 Tianjin llarbor handled 18.56 million 
tons of goods, up 15.2 percent over the previous year; and transportation 
departments handled a total of 100 million tons of goods through various 
transportation means, a 10.5 percent increase. Of this, the railways under 
the jurisdiction of Tianjin handled 22.42 million tons of goods, up 8./ 
percent from the previous year; highways handled 50.5 million tons of goods, 
up 11.5 percent; inland navigation ships and boats handled 1.23 million tons, 
down by 8.2 percent; oceangoing freighters handled 6.77 million tons, up 1.8 
percent; planes handled 24.05 million tons, up 30.1 percent; and local 
railways handled 3.53 million tons, up 21.3 percent. 


In 1985 the number of passengers transported by various transportation 
departments was 31 million, an increase of 3.4 percent. Of this, the railways 
under the jurisdiction of Tianjin carried 21.53 million persons, up 1.6 
percent. The number of passengers by road transport was 7.88 million, down 
8.4 percent; the number of passengers by air transport was 33,000, up 120 
percent; and the volume of passengers transported by local railways was 
390,000, down 4.9 percent. 


The province's posts and telecommunications underwent a big development last 
year. In 1985 transactions throughout the province amounted to 52.9 million 
yuan, an increase of 18.1 percent over the previous year. Of this, the number 
of letters handled went up by 9.8 percent; money orders distributed rose by 
7.5 percent; the number of telegrams rose by 26.8 percent; and long-distance 
telephone calls grew by 19.7 percent. The number of telephone subscribers in 
the urban areas totalled 55.400, up 12.7 percent. The rate of mail box 
installation among buildings in the urban areas reached 97 percent, leading 
others across the country. 


Economic structural reform promoted the improvement of economic cfficiency. 
Per-capita labor productivity of Tianjin Hlarbor was 8.3 percent higher than 
that in last year, and profits carned and taxes turned over by the harbor rose 
by 10 percent. Per-capita productivity of the Tianjin Railway Subbureau 
increased by 14.9 percent, and income from passenger transportation increased 
by 11.6 percent. Profits carned by the subbureau in 1985 rose by 24.5 
percent. In addition, the subbureau experienced a case of having no serious 
accidents in 835 days. After expanding the unit contract system in 1985, the 
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oceangoing transportation company shortened the time for one voyage of major 
shipping routes by 10 days or longer, which increased the profits by 130 
percent over the previous year. 


However, development of transportaton, posts and telecommunications stil! lags 
behind the development of the national economy, and further solution should be 
given to the difficulties in goods transportation, traffic facilities, and 
communications service. 


5. Domestic Trade 


Urban and rural markets thrived, and purchases and sales were brisk in 1985. 
The total volume of commodities procured by state-run commercial departments 
and supply and marketing cooperatives amounted to 9.324 billiom yuan, up 18.4 
percent from the previous year. Of this, the total volume of farm and 
sideline produce increased by 624 million yuan, up 5.7 percent; that of 
industrial products, 8.13 billion yuan, up 18.1 percent; that of commodities 
transferred from other provinces, 4.44 billion yuan, up 0.9 percent; and that 
of commodities transferred to other provinces, 10.517 billion yuan, up 26.8 
percent. 


Retail sales were thriving and lively. The total retail sales were 6.895 
billion yuan, up 21.8 percent from the previous year. If the price increases 
are factored in, the real increase was 6.9 percent. Of total retail sales, 
agricultural production means grew by 8.8 percent and consumer goods 
(including the retail sales by peasants to the urban dwellers) grew by 22.9 
percent. Among the consumer goods, retail sales of goods, clothes, daily 
necessities, and fuel increased comprehensively by a range from 12./ percent 
to 31 percent. Considerable increases were made in retail sales of most major 
commodities. Increases included chemical fiber cloth, 36.6 percent; silks and 
satins, 160 percent; woolen piece goods, 35.6 percent; wool blankets, 4/.3 
percent; bicycles, 6.5 percent; wristwatches, 31.5 percent; color television 
sets, 15.2 times; electric fans, 49.1 percent; cassette reccrders, 44.6 
percent; cameras, 72.8 percent; washing machines, 62.1 percent; and electric 
refrigerators, 210 percent. 


Commercial structural reform developed significantly, and the circulation of 
commodities quickened. By the end of 1985, all the first-level industrial] 
goods purchasing and supplying stations formerly subordinate to the Ministry 
of Commerce directly had been decontrolled, and 1,200 small state-owned 
enterprises in retail business and the catering trade and other service trades 
had been changed into ones “owned by the state and operated by the 
collectives.” The number of both urban and rural commodity fairs increased 
from 162 of the previous year to 227, and the trade volume reached 383 million 
yuan, 59.7 percent greater than in the previous year. Retail sales in all 
economic sectors increased considerably. The total amount of retail sales in 
the state-owned sector grew by 10.2 percent, that in the collective sector 
rose by 28.9 percent, that in the urban individual sector increased by 150 
percent, and that of peasants to urban residents increased by 65.4 percent. 


The smooth takeoff of the price reform in 1985, which combined the decontrol 
and readjustment of the prices of nonstaple foods, accelerated the development 
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of the commodity economy and made urban and rural markets thrive, but 
commodity prices rose considerably. The general price indices for the 
purchases of farm and sideline products rose by an average of 15.4 percent 
over the previous year, and the general urban retail price index rose by 13.9 
percent. Of these, the price of foods grew by 19.7 percent, that of clothes 
by 0.5 percent, and that of daily necessities by 2.7 percent. In the prices 
of commodities, the price of fresh vegetables increased by 52.9 percent, that 
of meat, poultry and eggs by 23.2 percent, that of aquatic products by 98.3 
percent, and that of fruits by 27.5 percent. The retail price of books, 
newspapers, magazines and medicines also went up. The cost of living index 
for staff members and workers went up by 13.1 percent as compared with the 
average of the previous year. 


6. Foreign Trade and Tourism 


In 1985 we continued to achieve new progress in opening to the outside world, 
and in technology imports and foreign fund utilization, and the construction 
of the economic and technological development zone proceeded fairly rapidly. 


in terms of ‘oreign fund utilization, direct investment from foreign firms 
totaled $68.2 million, and commodity credits totaled $41.3 million for the 
whole year. A total of 41 China-foreign joint ventures opened to business in 
the year, making the total number of China-foreign joint ventures reach 55 by 
the end of the year. 


The progress of the construction of the economic and technological development 
zone was encouraging. By the end of the year, the first-stage construction of 
such infrastructure as water and power supply, and roads, and 25,000 square 
meters of standard and individual workships had been completed. We held 
business talks with more than 10 countries and regions, officially signed 21 
contracts on joint ventures, cooperation, and import projects with a total 
investment of $47 million. 


In 1985 plan for exports via Tianjin Harbor was overfulfilled. The total 
volume of commodities purchased by foreign trade departments for exporcs 
reached 3.076 billion yuan (planned price), 25.4 percent greater than the 
previous year. The total volume of exports via Tianjin Harbor was $1.153 
billion, an increase of 11.4 percent over the annual plan, and a decline of 
6.6 percent from the previous year. 


The tourist industry also made great progress in 1985. The municipality 
attracted 49.400 foreigners, overseas Chinese, and Hong Kong and Macao 
compatriots from 70 countries and regions who came on tours, visits, and other 
various exchange activities, and the total earnings from tourist foreign 
exchange coupons reached 40.36 million yuan, 25.6 percent more than in the 
previous year. 


7. Science, Education, Culture, Health, and Sports 
Scientific research made new contributions in the course of reform, and 


facilitated economic construction. In 1985 the municipality scored 250 
significant achievements in scientific and technological research, of which 9 
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won state investment awards, including the new synthesizing method for the NKF 
molecular sieve (ZSM-5), the method for producing DA hiding power agent, and 
technology on silver conservation in making photographic materials. 

Industrial departments succeeded in trail producing 2.090 new products, and 
put 1,260 of them into production the same year, thus further stimulating 
industrial production. 


Education further developed in the course of reform. In 1985 the municipality 
enrolled 1,520 postgraduates, 727 more than in the previous year. There were 
3,012 postgraduates studying across the municipality, 969 more than in the 
previous year, and 620 postgraduates completed their degrees. Universities 
and colleges reformed their enrollment and graduates’ job distribution 
systems, and enrolled 14,500 students, an increase of 1,600 over the previous 
year, and the total number of their students was 45,300, 5,700 more than in 
the previous year. A total of 9,137 students graduated from these 
universities and colleges. Adult higher education institutions of various 
types enrolled 18,000 students. The number of students studying in these 
institutions totaled 46,200, and graduates from these institutions totaled 
12,700. 


Restructuring of secondary education deepened. Secondary schools of various 
categories had an enrollment of 432,900 students, 25,000 more than in the 
previous year. Vocational and technical schools equivalent to senior middle 
schools had 71,200 students, 18,900 more than in the previous year, and their 
proportion to the total number of senior middle school students rose from 38.8 
percent in the previous year to 45.3 percent. There were 92,500 students 
studying at adult middle schools, and 46,200 students at adult secondary 
technical schools. 


There were 732,700 pupils in primary schools, a drop of 4,200 pupils from the 
previous year. The attendance rate of school-age children was 99.26 percent. 


Culture, the press, publications, and radio and television made positive 
contributions to developing socialist spiritual civilization. In 1985, 1,042 
films of various categories were released. Of this 157 were new films. The 
municipality had 204,000 film shows during the year. Art troupes gave 6,912 
performances during the year. A total of 260.47 million books and picture 
books, 480.14 million copies of newspapers, and 105.82 million copies of 
magazines were published in 1985. The municipality had 10 telefilms, totaling 
27 parts. 


Medical and public health conditions steadily improved. Thus, people's health 
conditions improved. by the end cf 1985, the municipality had 3,550 medical 
and public health organizations at various levels, and the number of hospital 
beds was 25,191, an increase of 1,285 over the corresponding period of 1984. 
The number of hospital beds per thousand people increased from 3.01 at the end 
of 1984 to 3.31. There were 60,412 medical workers, an increase of 1,007 
persons over the 1984 figure. Of them, 25,555 were doctors, 38 more than in 
1984. The number of doctors per thousand was reduced from 3.21 to 3.18. In 
order to solve problems in hospitalization, the public health departments 
enthusiastically tapped potentials to set up 52,000 household sickbeds during 
the year. Sports made new breakthroughs. By the end of 1985, the 
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municipality had 3,174 sports sites, 147 of which were under the jurisdiction 
of the physical culture and sports commission. 


Our municipality's athletes made new breakthroughs in 1985. Our athletes won 
41 national championships in national tournaments, and broke one national 
record and 42 municipal records. Our athletes won eight gold medals in the 
first national youth sports games. 


8. Urban Construction and Public Undertakings 


In 1985 the municipality took on a new look and upgraded its functions thanks 
to the acceleration of urban reconstruction and the notable progress in 
municipal engineering work and public undertakings. By the end of 1985 the 
municipality had 957-kms of asphalt paved roads and 10.12 million square 
meters of asphalt paved roads. Of this, 39-kms of roads were reconstructed 
and 840,000 square meters of roads were paved during the year. By the end of 
1985 the municipality had 116 bridges, 9 of which were built during the year. 
Of these bridges, four were overpasses. There were 1,612 km of sewers. Of 
this, 141 km were new or reconstructed pipelines. The number of buses and bus 
lines in the urban areas increased. By the end of 1985, there were 1,715 
streetcars and buses and 130 service lines, totalling 2,247 km in length. 
There were 839.96 million passengers during the year. The total consumption p 
of electricity for daily use showed an increase of 1/7.9 percent over 1984. 

The number of people using gas increased from 27.5 percent in 1984 to 3] 
percent. Coal gas, which grew out of nothing, was developing rapidly. By the 
end of 1985, 46,000 households used coal gas and the consumptin of coal gas 
reached 5.85 million cubic meters. By the end of 1985, the tap water pipelines 
came to 2,598 km, an increase of 6.2 percent over the same period of 1984. 


Fairly rapid progress was made in improving urban environmental sanitation, 
beautifying the appearance of the municipality, and making the municipality 
green. Parks and the tree- and greas-growing areas occupied 1,239 hectares, 
86 hectares more than the 1984 figure and an increase of 7.5 percent. 


However, the improvement in urban public undertakings still failed to meet the 
demands of the urban development. The tasks for urban reconstruction are 
still heavy. Roads are narrow, traffic is jammed, drainage works are not 
perfect enough, and further efforts should be made to improve environmental 
sanitation. 


9. People's Livelihood 


Living standards of uiSan and rural people further improved thanks to the 
benefits brought about to the people throursh conducting reform and opening to 
the outside world. The municipality accomplished the 20 real projects for 
improving the livelihood or urban and rural people defined by the municipal 
government in 1985. 


Houses completed throughout the municipality in 1985 tctaled 3.42 million 
square meters, overfulfilling the annual target; more than 10,000 “leaking” 
houses were rebuilt; housing conditions of the urban dwellers improved; and 
construction of the gasification project developec rapidly, having laid 300 km 
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of medium- and low-pressure pipes, 593 km of pipes for courtyard use and 
installed gas pipes for 260,000 households. The municipality also built the 
west part, with a total length of 18.16 km, of the central ring road, and 
opened it to traffic, thus relieving the strains on urban traffic. In 
addition, the municipality renovated buildings along 70 streets, which 
restored the original special style of these buildings; built 43 green parks 
in the urban areas, with a total floor space of more than 340,000 square 
meters; completed the construction of an ancient cultural street, the 
international department store, nine small-scale special flavor restaurant 
strects, and nine garment streets; completed the smoke and dust elimination 
projects of the No. 1 power plant and the No. 2 steel smelting plant, which 
further improved the situation in pollution; renovated 1,640 old-style 
toilets, which improved sanitary conditions to some extent; completed the 
first-stage project of the juvenile and children activity center; rebuilt the 
section of the ancient Great Wall in Jixian County; and built the section of 
the ancient Creat Wall in Jixian County; and built the Hai He resort. In the 
rural areas, the rate of households supplied with tap water rose from 5l 
percent in 1984 to 87.8 percent in 1985; roads with a total length of 1,540 km 
were built, overfulfilling the planned target; and 44 sample villages advanced 
in building material and spiritual civilizations were built. Besides, the 
municipality also built 3,685 new marsh gas pits; planted 1,280 treees; built 
more than 20,000 mu of nursery gardens; installed an additional 1,200 
telephones; improved the conditions for running schools; enlivened the 
cultural livelihood of peasants; initiated a group of tertiary industrial 
enterprises; and added a number of cultural and recreational centers. 


By the end of 1985 the number of workers and staff members across the 
municipality totaled 2,764,800, 27,900 more than at the end of 1984. Of 
these, workers of state-owned units totaled 2,052,600, 39,700 more than the 
previous year; and workers of collective units in the urban areas, 697,100, 
17,000 fewer than the previous year. In 1985 a total of 50,000 job-seekers in 
the urban areas were given jobs. 


The total cash wage for workers and staff in 1985 was 3.181 billion yuan, up 
9.7 percent. Of this, the total cash wage of workers and staff of state-owned 
units was 2.469 billion yuan, up 9.89 percent; and that of collective units in 
the urban areas was 694 million yuan, up 7./ percent. 


A sample survey of urban and rural households on their income and spendings 
shows: In 1985 the average per-capita [word indistinct] income of the urban 
residents available for living expenses was 67.65 yuan, up 21 percent from the 
previous year. After deducting the price hikes, the real increase was 6.9 
percent. The volume of durable consumer goods increased continually. For 100 
households in the urban areas, the possessed number of television sets was 
99.8, of which, 16.6 were color television sets, 10.7 more than in the 
previous year; washing machines, 42.5, an increase of 10.9; refrigerators, 
9.3, and increase of 5.9; and cassette recorders, 52, an increase of 11.5. 

The average annual per-capita net income of peasants was 564.6 yuan, up 11.8 
percent from the previous year. Savings deposits of the urban and rural 
population increased continually. At the end of 1985, total savings deposits 
reached 2.938 billion yuan, 718 million yuan more than at the end of 1984, or 
an increase of 32.4 percent. Of this, savings deposits of the urban residents 











increased by 31.6 percent, and those of the rural residents increased by 35.5 
percent. 


The undertaking of giving special care to disabled servicemen and to family 
members of revolutionary martyrs and servicemen was strengthened continually. 
At the end of 1985, there were 20 social welfare institutes, providing for 
1,180 people. Rural collective provided for 6,6/0 elderly, disabled and 
orphans who had no other means of support. The rural collectives established 
229 old folks' houses, providing for 2,397 old people. 


10. Population and Family Planning 


At the end of 1985 the municipality had 8.048 million people, 92,800 more than 
the 1984 year-end figure. Of them, 5,357,800 lived in districts (3,339,700 in 
six districts in the city proper), and 2,690,200 lived in counties. 


Family planning was strengthened and consolidated, and relatively good results 
were achieved. In 1985 a total of 111,700 babies were born throughout the 
municipality; the birth rate dropped from 15.69 per thousand in 1984 to 13.98 
per thousand in 1985; the natural population growth rate dropped from 10.25 
per thousand; to 8.18 per thousand; and the birth control rate reached 96 
percent. 
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TECHNOLOGY COMPANY COMPILES RURAL INDUSTRY DATA BANK 
HK230805 Beijing CHINA DAILY in English 23 Apr 86 p 1 
[By staff reporter Guo Zhongshi ] 


[Text] A comprehensive rural industry data bank, the first of its kind in 
China, has been compiled by a Beijing technology company. 


The 86317 System contains some 11,000 entries with a total of two million 
Chinese characters under 21 categories including agriculture, animal 
husbandry, fisheries, forestry and other rural industries. 


Wang Yunfei, general manager of the collectively-owned Xiangyun Technology 
Company told a press conference yesterday that the project was inspired by the 
“Sparking Plan” adopted by the State at the end of last year to modernize the 
country's township enterprises. 


“We found it urgently necessary to put together all the scattered information 
about rural industries, as they are such an indispensable link between 
scientific results and rural production,” he said. 


Wang, who is also chief editor of the system, said his company started the 
project in January this year with the help of more than 200 college students 
and teachers and finished it in early April. 


The staff sorted through 320 foreign and Chinese magazines and 142 newspapers 
published this year, as well as some material from last year. The information 
is being published in a series of books, each of which covers a separate 
agricultural category. “We will regularly update the information each 


season, Wang said. 


The company has invested nearly 100,000 yuan (about 29,000) in the project and 
expects to sell more than 100,000 sets of books at 116 yuan each. It is also 
ready to establish an advisory committee formed by specialists in rural 
industries, Wang said. 


More and more information from foreign countries will be added and computers 
imported to process the data, which will be stored on discs in the future. 
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In another development, China's 43 rural counties will soon use computers to 
guide their crop planning and production, according to a report in PEOPLE'S 
DAILY on a recent meeting in Wuhan on popularizing scientific farming. 


The counties have been selected as experimental sites, preparatory to 
introducing computerized farming technology nationwide. 


Tests in Mianyang County, Hubei Province, in the past two years have indicated 
that computers can point the way to the highest possible economic results in 
crop production. 
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GUANGZHOU'S URBAN ECONOMIC REFORM DISCUSSED 
Guangzhou GUANGZHOU YANJIU in Chinese No 3, May 85 pp 5-8 


{Article by Zhang Xiangrong [1728 0686 2837]: "The Law of Value as a Yardstick 
of Reform";first paragraph is source supplied introduction] 


[Text] The writer of this article points out that the yardstick for assessing 
reform is the extent to which we can give play to the law of value. The basic 
characteristic of the Chinese style of economic reform should be a reliance on 
economic mechanisms, not administrative decree, as the main instrument of 
effecting change. In this connection, urban economic reform must go through 
three stages (three breakthroughs): In the first stage, the thrust should be 
directed toward “circulation invigoration;" in the second stage, toward 
"financial invigoration;" and in the third stage, toward invigorating "the 
technical and information markets." 


However people have evaluated or now evaluate Guangzhou, it has achieved 
spectacular results and is making headway amid reform. Where, then, does its 
success lie? What lessons does it have for other cities in the nation which 
are carrying out reform? Whither further reform? This article offers some 
reflections on these questions. 


I. The "Trilogy" Of Urban Reform 


"The socialist economy is a planned commodity economy." This is so far the 
most revolutionary and critical thesis in socialist economic thinking. Under 
social division of labor, only through commodity monetary relations can 
complex social interest groups come into existence and economic growth be 
strong and sustained. Our previous economic system was founded on the basis 
of a product economy and inherited from history some of the characteristics of 
a natural economy. This economic model has no room for two of the major 
features of a commodity economy: value and market. But economic laws do not 
disappear just because they are not recognized. They punish with an iron will 
people who deny them. Our restructuring of the economic system is exactly an 
effort to "change the rigid model of a product economy into the flexible model 
of a commodity economy." We want to build a planned commodity economy, 
starting with a crude version and refining it gradually until it becomes 
sophisticated. 
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The law of value is the basic law of the commodity economy. This law must 
prevail at every level, in every stage and in every area of the restructuring 
of the economic system. What should be changed and to what extent? What 
should not be changed? The main yardstick is whether it contributes to giving 
full play to the law of value. On the other hand, it is not only the aim of 
reform to give play to the law of value. It is also its tool and modus 
operandi. The basic characteristic of the Chinese style of economic reform 
should be a reliance on economic mechanisms, not administrative decree, as the 
main agent of change. 


The restructuring of the economic. system consists of a series of stages, from 
the elementary to the far-reaching, from the peripheral to the crucial, from 
limited changes to wholesale transformation. Such a process coincides with 

the gradation which the commodity economy goes through as it matures, 
developing from a crude economy into a sophisticated one. It should be 
pointed out in passing that a distinction must be made between "maturing" and 
"growing." The former is essentially a qualitative change, a sign of economic 
takeoff; the latter refers to a quantitative expansion. They mean different 
things in contemporary economic thinking. 


The thrust of the first stage of urban economic reform is to “invigorate 
circulation" so that it can be the engine propelling the entire restructuring 
effort and transforming the product economy into a commodity economy. During 
the second stage, the thrust is toward financial invigoration and 
comprehensive and far-reaching reform. An invigorated financial sector helps 
a rudimentary commodity economy mature into an advanced one. In the third 
Stage, the thrust is toward the invigoration of the technical and information 
market, the all-round perfection of the commodity economy. In this stage, the 
advanced commodity economy will develop into an "information society." 


Reviewing the history of Guangzhou's reform, we can readily see that there are 
many practical reasons why it has stayed one step ahead of other cities in 
reform and the open door policy and vitalized its economy, but the most basic 
reason is this: consciously or unconsciously it has zeroed in on the basic 
link of "circulation invigoration," and achieved a historic "first 
breakthrough." All the facts at present bear out this point: the opportunity 
has come, the conditions are ripe for Guangzhou to carry out the "second 
historic breakthrough in urban reform--financial invigoration--" on the basis 
of the spirit of the 3d Plenary Session of the 12th CPC Central Committee. 
Summing up and extrapolating from Guangzhou's reform experience, we can make 
out the basic progression of urban reform. 


II. The First Breakthrough--Circulation Invigoration 


At the outset of urban reform, people immediately face a difficult choice: 
given the plethora of complex issues, where does one start? What action will 


have the greatest impact? 


"Readjusting the distribution relations between the state and enterprises," 
"separating politics from enterprise," "simplifying administration and 
decentralizing power," “reforming the planning system, “reforming the price 
system"--these are typical options available to us which can lead to major 
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changes. The conventional wisdom is that "separating politics from 
enterprises," "decentralizing power" and "invigorating enterprises" are 
shortcuts to a breakthrough. But both in theory and from Guangzhou's 
experience, we can see that although decentralization and enterprise 
invigoration are central to urban reform, they are not the most direct route 
to a breakthrough. But “circulation invigoration" is. The reasons are as 
follows. 


Let's look at the theoretical aspect. First of all, the market is the product 
and basic characteristic of a commodity economy. The law of value is inherent 
and at work in the market. In the final analysis, all relations in a 
commodity economy must be realized through the market. If there is no market, 
if there is no circulation, that is, the sum of market relations, there will 
be no commodity economy. Second, as a commodity producer, an enterprise 
intrinsically produces value, but value can be realized only through 
circulation and market exchange. We may decentralize power to enterprises, 
but if the law of value is not allowed to operate in the market and 
circulation system, enterprises will not be able to function as commodity 
producers. Decentralization in the absence of a market is at best a repair 
job for the product economy. In a natural economy, the economic cell of 
society--the family--has full economic autonomy, yet it produces only 
products, not commodities. As we all know, the Soviet Union too went in for 
economic reform revolving around decentralization, but because of its failure 
to come to grips with the central issue of "market," the Soviet system remains 
a rigid product economy. Therefore our reform must begin by focusing on what 
is at the very heart of a commodity economy--the "market," so that Dy 
invigorating circulation we may transform a product economy into a commodity 
one. 


At the practical level, it is very difficult to ask the administrative 
departments in charge to give up power to enterprises and make such 
decentralization the first step in our reform. Reform, particularly the 
simplification of administration and the cecentralization of power, 
constitutes a redistribution of power and realignment of interest relations in 
society. The CPC Central Committee, provinces and municipalities may announce 
that such and such a power be delegated, but the departments in charge or 
their operating arms may, wittingly and otherwise, "choose" to keep the power 
in their hands, either out of self-interest or by force of habit. And since 
the leaders of an enterprise in fact are still appointed and removed by the 
departments in charge, they are not in a position to do anything about it. 
The so-called "blocking the downward flow of power" is the crux of the 
widespread problems currently plaguing decentralization nationwide. To solve 
the problems, we must apply intensive administrative pressure at every level 
from top to bottom and put together a large inspection and supervision team. 
Alternatively, we may try to overhaul drastically the pyramid-like 
administrative economic management machinery. To do so, however, we must 
confront a host of critical political and social issues at the very beginning 
of reform, a very risky course politically. The fact that localities which 
have gone in for decentralization now find themselves in a tight spot shows 
that it is just not effective to begin reform by decentralizing power’ through 
administrative fiat. No breakthrough is likely to result from this approach. 
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government regulation leads to a backward and inefficient financial 
nich does little to help economic growth. Economic stagnation, in 
ses the expansion of the financial sector. The situation in China 
‘responds to the scenario they have described: for a long time now, 
nd financial sector have been locked in a vicious circle. But 
nation's first major city to show signs of breaking the 


reform the financial sector, we may begin by developing non-state financial 
titutions and non-state banks. We may allow the establishment of 
lividual and collective urban credit unions, trust companies, investment 
sompanies, lending companies and other financial institutions and nurture 
thei growth. We may allow well-run and well-capitalized industrial and 
mmercial enterprises to accept deposits. When the opportunity presents 
self, we may change state banks into economic entities, separate government 
from business and give them a free hand in managing their affairs. Non-state 
financial institutions are special in that they are free from the restrictions 
* the existing financial system and therefore more dynamic and capable of 
lependent development. When we talk about the economic mechanisms of 
‘orm, we mean using just this dynamism to counteract financial monopoly and 
ventralization and generate a vigor in the financial system which can 
ised to activate the entire economic system, producing chain effects. 
"dynamism transmission model," which involves transmitting the energy in 
financial sector to the entire economy, has proved itself in Guangzhou's 
nistoric breakthrough and will certainly repeat its feat in the second 
breakthrough. 


spects For The Third Breakthrough 


©onceivable that as soon as financial reform achieves a breakthrough, 


reform in other sectors and at other levels will fail into place and _ the 
juangzhou economy will take a big stride into the era of the advanced 
vommodity economy. As for the third breakthrough and the invigoration of the 


nnieal and information markets, they certainly must wait until some time 
ifter Guangzhou enters the advanced commodity economy stage. Although the 
nniecal and information markets have taken shape rudimentarily, they face a 
1 of slow growth ahead because enterprises presently lack adequate 
external pressure and internal vigor, society has yet to develop mature and 
technically advanced social mechanisms, and there is a dearth of demand for 
new technology from within economic relations. In this slow-growth period, 
th technical and information markets will neither be active nor play a 
significant role. 
idging by the history of the growth of the commodity economy, there is a 
tendency for demands for different kinds of resources to rise and fall in 
succession at different stages. In a low-level commodity economy, the main 
fountainhead of economic growth is human labor. Labor-intensiveness is a 
basic characteristic of such an economy and society's demand for labor is 
rong. As the economy develops, material labor replaces human labor as the 
main engine of growth and capital-intensiveness becomes the basic 
haracteristic of the economic structure. Society's demand for capital soars 
while its demand for human labor declines. In capitalist nations the decline 
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has been so steep that there has appeared a so-called "surplus population." 
As the commodity economy matures further, mental labor, not material labor, 
becomes the engine of growth. Society's demand for technology and information 
rises sharply, accompanied by a fall in its demand for capital. Hence the so- 
called “surplus capital." The trend of demand replacement shows that the 
history of the commodity economy progresses in stages and makes up a 
continuous whole. Guangzhou's economy is currently in the first demand 
Succession stage. Its demand for capital is going up sharply while its demand 
for labor has sagged. But the demand for technology and information has yet 
to materialize; many technical commodities are being sold at a price far below 
their value. Basically the consumption of information remains free. 


People may hope to wake up one fine day and find themselves already in the 
advanced economy of an "information society." It must be recognized, however, 
that the various social conditions and economic environment necessary to an 
"information society" materialize only after a rather long progression of the 
advanced commodity economy. The key point here is whether or not the 
government chooses the right strategy and policy. To effect the third 
breakthrough, there are two strategic options: a "blitz breakthrough" or an 
"incremental breakthrough." In a “blitz breakthrough," we wait for the 
necessary social economic and technical relations to develop and mature over 
time and then launch an all-out round of structural reforms, focusing on the 
invigoration of the technical and information markets. The aim is to bring 
about the breakthrough in a relatively short time. In an “incremental 
breakthrough," no sooner have we achieved the second breakthrough than we take 
effective measures to encourage technical progress and gradually stimulate a 
social demand for new technology which has to be paid for. This social demand 
will be the engine of the third breakthrough. Of the two strategies, the 
latter has an early start and takes place over an extended period of time. 
The takeoff characteristics will not be obvious, but if we apply our policies 
to good effect, we can shepherd our society into the information age faster. 
Clearly this strategy is more ideal for us. In the end, though, the choice of 
a model for the third breakthrough does not depend on our subjective desires 
but on whether or not we can formulate policies scientifically and implement 
them skillfully. 


Once an advanced technical market and information market are in place, the 
demand for technology and information will soar and technology will appreciate 
in value, both signs that the Guangzhou economy is knocking on the door of the 
"information society." If only we respect economic principles, fully exploit 
the opportunity afforded us by the high-tech revolution now taking the world 
by storm, and promote the development of the commodity economy with correct 
policies and effective systems, the course of history can be shortened 
considerably. The third breakthrough is not inconceivable in the foreseeable 
future. 
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SHANGHAI'S ECONOMIC DEVELOPMENT STRATEGY REVIEWED 
Shanghai SHEHUI KEXUE in Chinese No 7, Jul 85 pp 9-12 


[Article by Chen Yang [7115 2254] of the Research Department of the Shanghai 
Municipal CPC Committee: "Several Questions of Understanding Concerning the 
Implementation of Shanghai's Economic Development Strategy" ] 


([Text] Where does Shanghai go? A clear answer has been provided in the 
"Outline of the Report on Shanghai's Economic Development Strategy" which was 
approved by the State Council in February 1985. That is: Under the new 
historical conditions, Shanghai should perform the function of trailblazer in 
China's four modernizations and strive to build itself into an open and 
highly-civilized modern socialist city of multiple functions, rational 
industrial lineup and advanced science and technology by the end of this 
century. Since it was set forth in accordance with Shanghai's position and 
functicns in China's four modernizations, this demand on Shanghai conforms to 
the trend and law of Shanghai's economic development. Only by developing 
toward this strategic orientation can Shanghai achieve prosperity and 
rejuvenation and make greater contributions to China's four modernizations. 


Changingz a closed-door policy to an open-door one, a single function of an 
industrial foundation to multiple functions, an irrational industrial lineup 
to a rational one and extensive operations to intensive ones are undoubtedly a 
major strategic switch and an extremely arduous and complicated task. In 
order to achieve this switch, it is necessary to first unify the understanding 
in the following fields: 


1. Change the thinking of emphasizing industrial production to the neglect of 
other industrial departments, be determined to smooth out economic relations, 
readjust the industrial lineup, strengthen the construction of the urban 
infrastructure and the tertiary industry and perform the multiple functions of 
a central city. 


Shanghai is the largest industrial base in China. To rejuvenate Shanghai, it 
is still necessary to strengthen its functions as an industrial base and use 
advanced technology to arm its industry. However, due to the prolonged 
influence of "leftist" ideas, Shanghai overstressed the need to "change a 
consumption city to a production city,” and emphasized industrial production 
to the neglect of other industrial departments and paid attention only to 
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doubling output value in the past few years. As a result, the development of 
the urban infrastructure and tertiary industry has been extremely slow in 
Shanghai, many things that should have been done have been put off and the 
imbalance between the "bone" and "flesh" is very serious. Between 1950 and 
1983, Shanghai invested a total of 35.011 billion yuan in capital 
construction. Among them, industrial investment was 23.054 billion yuan, 
accounting for 65.8 percent and investment in other fields was only 11.957 
billion yuan, accounting for 34.2 percent. The seriousness of this problem is 
that the proportion of capital construction investment used for 
transportation, posts and telecommunications, commerce, catering and service 
industries, the supply and marketing of goods and materials, financial 
insurance, scientific research, culture, education, public health, social 
welfare and urban public utilities has declined continuously. It was 60.7 
percent in the 3 year period of economic recovery, 50.4 percent in the "First 
5-year Plan" period and only 20 percent in 1983. The largest decline was 
recorded in the fields of transportation, posts and telecommunication and 
urban public utilities. The proportion of capital construction investment in 
the former was 10.7 percent in the economic recovery period and 5.5 percent in 
1983, a decline of 48.6 percent. The proportion of capital construction 
investment in the latter was 33.2 percent in the "First 5-year Plan” priod and 
5.1 percent in 1983, a decline of 84.4 percent. The infrastructure and the 
tertiary industry are so weak and backward that they are already unbearable. 
As far as the infrastructure is concerned, at present, the weakest links are 
demonstrated mainly in the following four areas: 


A. The city traffic is extremely congested and is facing the danger of a 
break-down. The prominent problem is "too many people and too few roads." In 
the downtown area of Shanghai, the average road surface available per person 
is only 2 square meters, less the») half of that in other similar cities in 
China. The population density of Shanghai is over 40,000 people per square kn. 
The road network is incomplete, lacking south- and north-bound trunk lines. 
The bypass is congested. As many as 42 road junctions and sections are 
constantly jammed. Because of this, plus backward management, the average 
traffic speed has already been reduced to about 15 km per hour from 25 km in 
the 1950's. In busy sections, the average traffic speed is only 3 to 4 km per 
hour during the peak period. On major transportation lines during the peak 
rush hour period, on the average over 12 people are crowded into each sq Mm. 
Passengers complain everywhere. Traffic accidents are frequent. 


B. The power supply falls short of demand. Shanghai has had an extremely 
serious power shortage for a long time. Due to a lack of high-tension power 
transmission and tranformer facilities in the city, outside high-tension power 
sources cannot be channeled to the city. In 1984, Shanghai was forced to 
reduce and limit the use of electricity, resulting ina decline of 33.18 
million kwh in power supply and causing problems even for the power supply of 
some major projects. 


C. Communication conditions are very backward. Shanghai's local telephone 
technology and equipment are obsolete and its capacity is extremely small. As 
a result, “installing a telephone or making a phone call has been difficult” 
for a long time. The popular rate of telephones is only 3.6 percent, a third 
of the average world level. On the average, only 50 percent of all phone calls 
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can be connected and the waiting period is also very long. Due to the serious 
restriction of backward local telephone service, long-distance and 
international telecommunications is also obstructed and unable to meet the 
demands for opening up to the outside world. 


D. Communications with other areas are also obstructed. Harbors do not have 
enough berths. The transport capacity of passenger and freight trains is far 
insufficient. All facilities of civilian airlines are insufficient and far 
from being able to meet the needs of passenger and freight transport which has 
increased substantially in the past few years. The short-distance transport 
capacity is also insufficient. The congested situation of ships, trains, 
passengers and cargo is getting worse and worse. Train, airplane and steamer 
tickets are so hard to get that passengers have to stand in line overnight. 
Thousands of travellers are stranded every day. 


In addition, the urban environmental pollution is serious, there is no way to 
dispose of sewage water, night soil and garbage, the quality of tap water is 
poor, the popular rate of access to gas is low and green areas are extremely 
rare. In sum, urban infrastructure facilities are seriously overloaded. Now it 
is time that such situation must be corrected. 


Commercial service and financial and tourism industries are also very 
backward. Problems of boarding, dining, grocery shopping, bathing, tailoring, 
repairing, mending, day care and medical service have remained unsolved for a 
prolonged period of time. The proportion of the tertiary industry in the 
gross national product of Shanghai Municipality was 42.3 percent in 1952 and 
then declined to 37.1 percent in 1957, 21.1 percent in 1965 and only 18.4 
percent in 1978. It began to go up after the 3d Plenary Session of the 11th 
CPC Central Committee. It was 20.8 percent in 1980, 21.9 percent in 1983 and 
22.8 percent in 1984. To change the serious backward situation of the 
tertiary industry, there is still a long way to go. 


Because of this, at present, the most urgent task is to strengthen the 
contruction of the infrastructure and the tertiary industry, concentrate on 
readjusting the imbalance of the primary, secondary and tertiary industries, 
fully understand the position and functions of urban infrastructure and _ the 
tertiary industry in the national economy and give priority to satisfying the 
infrastructure and the tertiary industry needs in the arrangement of manpower 
and material and financial resources. 


Urban infrastructure is the prerequisite for developing other urban 
constretion undertakings. Shanghai's existing urban infrastructure has 
provided certain conditions for the development of various construction 
undertakings, but a fixed scale of urban infrastructure can only accommodate a 
limited number of construction projects. Shanghai was originally an old city 
divided and leased to foreign countries. Many things that should have been 
done in the past have been put off. Moreover, very little investment has been 
made in this field since liberation. Making use of every bit of space and 
resorting to a stopgap measure detrimental to long-term interests in spite of 
the fact that the existing infrastructure is already seriously overloaded will 
cause the serious consequence of worsening the urban environment. The urban 
infrastructure, including power, water, gas, roads, and sewage disposal 


3 6 











services which each form a system, concerns three aspects--poin' 
areas--which are closely linked to one another. Therefore, | 
pay great attention to strengthening and improving the func’ 
systems instead of "treating the symptoms but not h 
Infrastructure construction requires a large amount of 
prolonged construction period but yields slow results. The | 
Old districts is especially difficult because it involves a |} 
demolishing and moving. Therefore, only by adopting strong 
measures is it possible to quicken the tempo of construction. 


The development of commercial, financial and information cons 
must depend on the development of industrial and agricultural prod ion, 
by no means should the labor of service departments be considered as consume! 
oriented. The practice of economic construction has sawed that the m 
developed the primary and secondary industries, the more they need 
coordination and support of the tertiary industry. Without a devel 
tertiary industry, it will be impossible to have a high-yield, good-au 
primary or secondary industry. Like the labor of material product 
departments, the labor of service departments also creates value nd 
value. The difference between the two is that the products of | 
production departments are tangible while those of service 
intangible. Commercial, service, financial, and infor n 
services do not need a large amount of investment. They can be developed 
prices are properly readjusted and policies are further relaxed. Now ' 
a plan to increase the proportion of the tertiary industry in Shanghai's er 
national product from 22.8 percent in 1984 to 30 percent. achi« 
goal, from now on, the tertiary industry must develop at a speed higher 
that of the primary and secondary industries. 


2. Correct the thinking of pursuing only output increases while ignor 
technological transformation and progress, vigorously open up new industr 
transform traditional industries and change extensive to intensive opera’ 


Since the founding of the PRC, Shanghai's industrial structure and 

have changed substantially and its scientific research undertaki: 
scientific and technological forces have greatly developed, scored 
scientific research achievements and made great contributions to the ca 
socialist construction. However, over a long period of time, due to the 
emphasis on the pursuit of output value, speed, heavy producti 
financial tasks, enterprises have been forced to tap potential, e 
production capacity and scale and pay less attention to technolo 
transformation and progress, thus adversely affecting the replacement 
updating of industrial technical equipment, the transfer of seienti! 
research achievements to productive forces and the development cf fledgeli: 








industries. Between 1952 and 1980, technological transformation investment! 


accounted for one-third whereas capital construction investment accounted 
two-thirds of Shanghai's industrial fixed-asset investment. Funds allo 
for technological transformation were also used mainly for the "extensior 
plants," the construction of factory buildings and the aquisition of 

equipment. About 40 percent of such funds were used for capital construct 
oriented investment. During the 30-year period between 1950 and 198), 

average proportion of Shanghai's scientific research investment 
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is only 0.2 percent, a fifteenth of the 3 percent of 
es. The new product trial-production cost of enterprises is 


t of their total sales, to 5 percent of that of foreign 
percent of industrial technical equipment is at the 


earlier level. Regarding product mix, technology- and 
products account only for about 10 percent and electronic 
i\y for about 5 percent of Shanghai's total industrial 


lustrial technology, obsolete equipment and the excessively 
1 of igeling industries in the whole industry have begun to 
rvival and development of Shanghai's industry. This situation 
1 widely recognized by the people because it is covered up by the 
ise in demand at present. Some comrades are satisfied with the 
Shanghai's products are “emperor's daughters who are not worried 
husband." They lack a sense of urgency and enthusiasm for 
-ransformation and progress. 


igle pursuit of output value and speed and the closed-door 


past have also caused Shanghai's industry to become "large and 
111 and complete." Everything is made complete locally or in 
The number of industrial departments is increasing while 
ecoming more and more complete. China has 160 ‘adustrial 
langhai has 149. Shanghai has developed everything except for 


ng, thus adversely affecting the transfer from extensive to 


insformation and progress are the lifeline of Shanghai's 
ioes Shanghai rely on in performing the role of "trailblazer" 
modernizations? Shanghai relies most importantly on 
gress; designs, varieties and quality; high-grade, precision 
roducts and products which cannot be produced elsewhere. In 
the needs of China's four modernizations and the people's 
rhai'ts industry must maintain a fairly high speed of increase, 

rest content with the increase of output value and speed. 

tput value can indicate only increases in the quantity of 
improvement in the quality of products. To achieve 

ies in industrial structure and product mix, we must rely on 
ogress. How much should the output value of Shanghai's 

juring the "Seventh 5-year Plan" period? We should strive 

1lue in accordance with the principle of seeking truth from 

the prerequisite of ensuring the achievement of a strategic 

ic development. Output value and speed should be subordinate 

il transformation and progress. While making arrangements for 

tion, marketing, personnel and financial and material resources, 

ild be given to meeting the needs of technological transformation 

[In accordance with the principle of "four lows and two highs"-- 

nergy and material consumption, low freight volume, low "three 
discharge, high intensity of technology and high added value--we 
ist industrial structure and product mix in a planned and step-by- 

by reducing extensive products, controlling Jow-grade products and 
levelopment of "four highs" products. We should also 
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toward foreign countries and seeking integration at home. 
and function of snanghai cannot be easily replaced by other 
whereas other advantages and functions of Shanghai migh 

parts of China. The foreign trade and export of Shangai 

fast in the first 2 years following the 3d Plenur f ft 
Committee, but since 1981, it has been flu lating 

export situation of Shanghai's products is similar to this. t 
1981, it eve ped ‘ it since 7 
Its proportion in national exports has also been declining 
past few years. [he consecutive years ' pred 
Shanghai's foreign trade and exports are caused by many fa 
fundamental causes are the lack of supply of readily marketatl 
Slow replacement and updating of export commodities an 
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Shanghai's and the original value of their fixed assets is equal to over 20- 
fold of Shanghai's. If Shanghai can give full play to its advantages and 
speed up the transfer of managerial experience and technology to other parts 
of China, China's macroeconomic results are bound to improve substantially. 


4. In order to rejuvenate Shanghai, we should, instead of focusing only on 
urban areas, unify urban and rural areas, make unified planning with due 
consideration for all concerned, readjust the industrial lineup of rural areas 
in accordance with the principle of trade, industry and agriculture and give 
full play to the role of suburban areas. 


Suburban areas are an important component of the greater Shanghai. Along with 
Shanghai's economic development, the position and role of suburban areas are 
becoming increasingly important. From 1979 to 1984, the total value of the 
Municipal industrial output increased by 21.5 billion yuan, of which, 4.75 
billion yuan or 22 percent was contributed alone by township enterprises in 
the suburban areas. Between 1979 and 1984, Shanghai registered a net increase 
of 2 billion yuan in the total purchases of export goods. Of the increase, 1 
billion yuan or half was contributed alone by the suburban areas. Between 1978 
and 1984, the municipal revenue recorded a net reduction of 600 million yuan 
while the suburban areas recorded a net increase of 900 million yuan. These 
figures indicate that in the next 3 to 5 years or from now on, ignoring the 
role of suburban areas will make it impossible to rejuvenate Shanghai's 
economy. 


The role of suburban areas is not merely the production base of non-staple 
foodstuff and the "vegetable basket" of urban areas. Suburban areas can 
provide space for spreading, relocating and transforming urban industries and 
dispersing urban population; serve as a base for the intermediate testing of 
scientific research achievements of institutions of higher education; organize 
agricultural, industrial and sideline production in accordance with the 
demands of the international market and gradualiy become a foreign trade and 
export base; supply students for institutions of higher education and reserve 
labor for urban areas; and develop tourism and provide resting and 
entertaining places for domestic and foreign tourists and urban residents. A 
multifunction city should be fitted with multifunction suburban areas. To 
transform and rejuvenate Shanghai, we must come out of the tiny urban areas, 
consider urban and rural areas as a whole and make unified planning with due 
consideration for all concerned. We should gradually transform old districts, 
vigorously construct new districts and develop suburban areas. We should 
develop in a planned manner cities and towns of all sizes within the limits of 
the Shanghai area, form a city group centered in a large city, establish a 
city network of rational layout and enable suburban areas to make contribution 
to increasing the radiation power of the entire Shanghai while receiving the 
radiation of the urban areas. 


As for the suburban areas themselves, they should readjust the industrial 
lineup of rural areas in accordance with the principle of trade, industry and 
agriculture. Currently, agricultural production of the suburban areas is 
basically focused on grain and cotton. Cash crops and processed cash crop 
products which are in demand on the domestic and foreign markets cannot be 
produced in the suburban areas due to the limited acreage of farmland. It is 
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also impossible to find land needed for the secondary and tertiary industries. 
Now that cotton is in abundant supply nationwide and there have been bumper 
harvests of grain crops for 3 years running, it is necessary and possible to 
readjust the industrial line in accordance with the principle of trade, 
industry and agriculture. Great efforts should be made to do a good job of 
this. 


5. Resolutely overcome the thinking of emphasizing economic construction and 
ignoring intellectual development and seriously consider education as a focal 
point of strategy. 


Science and technology are the keys and education is the foundation for’ the 
realization of the four modernizations. Judging the situation as a whole, 
Shanghai still has a certain advantage in personnel and technology because it 
has a complete collection of industries and personnel. However, this advantage 
is weakening and has already affected the social and economic development of 
the whole city. At present, the number of specialists and high-ranking 
personnel is insufficient in Shanghai and the latter also has a serious ageing 
problem. Managerial cadres are poorly educated and generally’ lack 
professional training. Workers' education levels are low and their skills 
have declined. Intellectual development is unable to meet the demand for 
economic and scientific and technological development. Along with the 
development of Shanghai's undertakings in all fields and the changes in the 
functions of urban areas, the contradiction of personnel shortage has become 
increasingly acute. The following statistics can explain the urgency of this 
problem: 1) According to the data of the third census, between 1985 and 1990 
in Shanghai, 900,000 people will reach the age of employment or 18 and 850,000 
people will reach the age of retirement. In the urban areas, 340,000 people 
will reach the age of employment and 530,000 people will reach the age of 
retirement, therefore, there wili be a reduction of 190,000 laborers. In 
suburban areas, 550,000 people will reach the age of employment and 310,000 
people will reach the age of retirement, therefore, there will be an increase 
of 240,000 laborers. As a result, there will be an increase of only 50,000 
laborers in Shanghai in the 6-year period. This explains that in the future, 
Shanghai's economic development should depend on increased labor productivity, 
intellectual development, personnel training and upgraded skills and labor 
quality instead of depending mainly on the increased number of laborers. 
2) According to the requirements of the goals of Shanghai's economic 
development strategy, institutions of higher education currently lack 42 
disciplines and 940,000 people. Among them, 17 disciplines are in especially 
great demand. They are refrigeration technology and equipment, industry and 
public buildings, planning and statistics, financial accounting, computer 
software and hardware, computer operations, banking, trade, secretarial 
science, technical administration and management, product supply and marketing 
management, personnel, labor and wage management, tourism, medical science, 
technical teacher training, political science and law. 3) Judged by the 
current capacity of personnel training, Shanghai will be able to train 530,000 
people by the year 1990, but the estimated number of people needed by all 
departments is 710,000. It is very obvious that there is a personnel 
shortage. We may say that Shanghai has never before realized that personnel is 
so important; nor has it ever had such a serious shortage of personnel. 
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Comrade Deng Xiaoping said at a recent national education work conference: The 
word stress in the phrase shifting the stress of national work should imply 
education in the first place. If a region or a department concentrates only 
on the economy and ignores education, the shift of work focus there will be 
unsuccessful or incomplete. Leaders who ignore education are near-sighted, 
immature and unable to exercise leadership in the cause of modernization. 
Leaders at all levels should do a good job in educational work as they do in 
economic work. Obviously, the personnel problem has become a crucial problem 
concerning whether or not Shanghai's strategic goal can be attained. Personnel 
training and intellectual development will not only play a decisive role in 
changing Shanghai's appearance in the next 3 to 5 years but also affect the 
economic takeoff in the 1990's and thereafter. Shanghai is not only the 
largest national economic center but also the most important national cultural 
center. It has always been the source of personnel. It should train and 
Supply large numbers and various classes and categories of personnel to itself 
as well as other parts of China and make due contribution to the development 
of China's labor resources. 


This year is the last year in the "Sixth 5-year Plan" period. Between now and 
1990 is the crucial period for achieving the strategic change of Shanghai's 
economic development and laying the foundation of the economic takeoff in the 
1990's. The time is limited and the task, extremely arduous. There are many 
things waiting to be done, and we should focus on the key tasks of all 
professions and trades. However, judg_c¢ from Shanghai's economy as a whole, 
the key task should be the construction of the urban infrastructure, the 
transformation of traditional industries with new technology, personnel 
training and intellectual development. Only when limited funds. are 
successfully used for these crucial purposes can we provide conditions and 
foundation for the takeoff in the 1990's and thereafter. To achieve the 
strategic change of Shanghai's economic development, we should solve problems 
concerning policies, systems and leadership in addition to problems concerning 
thinking and understanding, but the latter should be solved first. Only when 
we fully understand the necessity and urgency of the change can we begin to 
think and make up our mind to adopt proper countermeasures, advance with the 
knowledge of difficulty and facilitate and bring about this change. 
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FINANCE AND BANKING 


INVESTMENT BANK SEEKS NEW CHANNELS FOR FUNDS 
0W191848 Beijing XINHUA in English 1526 GMT 19 Apr 86 


[Text] Beijing, 19 April (XINHUA)--The China Investment Bank (CIB) has been 
contacting foreign banks in order to open more channels for raising foreign 
funds, it was learned here today. 


World Bank loans have previously been the CIB's major source of funds, and the 
situation should be changed, said Zhou Hanrong, president of the CIB, which 
specializes in raising funds abroad to undertake investment credits in China. 


By the end of June last year, the bank had borrowed loans totalling 245 
million U.S. dollars from the World Bank. An agreement on 100 million U.S. 
dollars in new loans will soon be signed between the CIB and the World Bank. 


Some 283 loan projects involving more than 280 million U.S. dollars and 580 
million yuan have been approved by the CIB Zhou told the CIB board of 
directors’ fifth meeting here today. 


The CIB has obtained permission from the Ministry of Finance and the State 
Administration for Foreign Exchange Control to open more channels for raising 
funds abroad. 


The bank sent people to visit the international monetary markets in New York, 
London and Hong Kong and studied the ways of raising funds, and the chances 
and conditions before starting talks with foreign banks, Zhou said. 


In another move to expand its business, the CIB organized a tieup between the 
China National Technology Import Corporation and Mitsui Company Ltd of Japan 
to set up an international leasing company, Zhou said. 


Between April 1985, when it began operation, and the end of 1985, the leasing 
company had signed 33 agreements involving more than 44 million U.S. dollars. 


The CIB provided loans of 10 million yuan to the leasing company and acted as 
guarantor for its loans from foreign banks. 
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FINANCE AND BANKING 


EXPORT-ORIENTED FACTORIES RECEIVE CIB LOANS TO AID UPGRADING 


0W242018 Beijing XINHUA in English 1455 GMT 24 Apr &6 


[Text] Beijing, 24 April (XINHUA)--The Investment bank of China has extended 
about 1.42 billion yuan in loans to aid the technical upgrading of export- 
oriented factories since 1982, the newspaper, INTERNATIONAL BUSINESS reported 
today. 


Chinese Premier Zhao Ziyang told the National People's Congress last month 
that greatly expanding economic, trade and technological exchanges with other 
countries with emphasis on enhancing the country's export capacity is one of 
the principles guiding China's economic construction for the next five years. 


The bank which introduces money from abroad, has provided the loans to 28% 
projects focusing on textiles, electronics, and machine-building and light 
industries, according to the paper. The loans include 280 million U.S. 
dollars in hard currency. 


Eighty-nine projects had gone into operation by the end of last year, 
manufacturing annually 87 million U.S. dollars worth of goods either for 
export or for substitution for imported products. 


In all, they will turn out 750 million yuan worth of products and pay the 
state 190 million yuan in taxes and profits a year, the paper said. 


The World Bank will extend later this year a third loan totalling 100 million 
U.S. dollars to the Investment Bank of China, it added. 
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INDUSTRY 


DEVELOPMENT OF BEIJING'S TERTIARY INDUSTRY EXAMINED 


Beijing CAIMAO JINGJI [FINANCE AND TRADE ECONOMICS] in Chinese No 2, 11 Feb 
86 p 48-51, 47 


[Article by Tang Ruoni [0781 5387 7206] and Cheng Xiusheng [4453 4423 3932]: 
"The Current Situation in and Development of Tertiary Industry in Beijing") 


[Text] I. History and Current Situation of Beijing's Tertiary Industry 


Although there is no direct material production in tertiary industry, the 
ncesssary conditions for material production and maintaining the people's 
living standards are created by it. The level of its development can be 
taken as an indicator of the level of economic development, while the 
increase and decrease of its proportion of the economy forms an important 
basis in determining the rationality of the economic and industrial 
structures, 


In 1957, output value for tertiary industry in Beijing was 820 million 
yuan, or 42.5 percent of the GNP for that period. Six-hundred and twenty- 
three thousand persons were employed in tertiary industry, or 27 percent 
of all persons employed that year, which roughly approached the ratio for 
such industry in middle-level developed nations. The internal structural 
breakdown of tertiary industry was as follows: commerce, beverages, 
services and repairs--39 percent (percentage of the GNP); scientific 
research, culture, education and health--19.5 percent. Generally speaking, 
the ratios of tertiary to primary and secondary industries and within 
tertiary industry itself were in overall accordance with the level of 
economic development in Beijing at the time. After 1958, heavy emphasis 
in Beijing was placed on secondary industry, especially the development 

of processing industries, From 1957 to 1980, secondary industry in the 
city grew 10.5 fold, while the numbers of employed in it increased 3.5 
fold. Output value for tertiary industry only grew 3.5 fold at the time, 
while the number of personnel employed in it increased 2.4 percent, 
lagging behind secondary industry in both respects. The proportion of 
tertiary industry of the GNP fell from 42.5 percent to 26.6 percent. 


After the 3d Plenum of the llth CPC Central Committee, Beijing's tertiary 
industry has developed fairly rapidly. From 1978 to 1983 the proportion 
of tertiary industry of the GNP increased 18.4 percent each year, exceeding 
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the 11.3-percent annual growthrate for the city's GNP. Staff size showed 
an annual growthrate of the total number of employed persons citywide. 

In 1983 tertiary industry's GNP had reached 5.94 billion yuan, while the 
number of employees was 1,838,000, or 32 and 33.3 percent respectively of 
the total for the city. This was higher than other cities within China, 
but compared to some other cities abroad, there was a considerable gap. 

In Tokyo Fugang (Chinese phonetic) and other Japanese cities in 1981, the 
number of tertiary industry employees accounted for 71 percent of the total 
number of workers. The GNP of Tokyo's tertiary industry was 67 percent 

of that of the entire city's, which was much greater than Beijing's. As 
regards the distribution of the employee growth-rate, for every increase 

of one employee in Western nations in primary and secondary industries, 
there was an increase of 3 to 5 persons in tertiary industry. The 
employee growth-rate ratio for Bejing's primary and secondary industries 
compared to tertiary industry is 1:1.1. The gap is obvious. It can be 
said that although the development of Beijing's tertiary industry is showing 
positive tendencies, it remains at a comparatively low level, and is far 
from meeting social needs. 


Il, The Gap Between the Service Capacity of the Capital's Tertiary 
Industry and Social Needs 


A. Communications, Transportation, Posts and Telecommunications 


As the political and cultural center of the nation and center of inter- 
national relations, Beijing has a large transient population. Heavy 
demands are made on its transportation and communication resources. 
Although there was fairly rapid development after the 3d Plenum of the 
llth CPC Central Committee, there are still difficulties in satisfying 
social needs, This is reflected as follows: 


1, Shortages in the city's public transportation and roads systems 

In 1983 passenger capacity for long-distance metropolitan bus routes 
increased 43.3 percent, while the number of long-distance buses increased 
only 33.9 percent, lagging behind the increase in passengers. From 1978 

to 1984 passenger capacity in the city showed an annual average increase 

of 10.6 percent, while the figure for the growth in the number of vehicles 
was only 6.9 percent. Transport capacity is lagging behind the passenger 
capacity growth rage and public trolleys and buses are becoming increasingly 
crowded. Subway capacity has already reached the saturation point. Subway 
carrying capacity had originally been set at 270,000 persons per day, but 
there are now 300,000 persons riding the subways daily. During periods of 
peak usage the figure rises to 400,000, reaching the supersaturation point. 


2. Technological backwardness in the postal system, inefficiency in 
handling the mail. Generally speaking posts and telecommunicatiots systems 
should take up 0.08 percent of urban construction area, but in Beijing at 
present it only accounts for 0.03 percent. According to statistics, the 
volume of mail, telecommunications and packages handled by the postal 
system in the city grew 25-fold after liberation, while the number of post 
and telegraph offices only increased 1.8-fold and total storage area grew 
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only 5-fold. There is a severe problem of lack of space. Due to an 
insufficiency of capital and a low level of mechanization, sorting work 

is performed primarily by hand. The volume of work is great but efficiency 
is lacking. Every day an average of 200 tons of mail does not reach its 
destination on schedule. 


3. Serious inadequacies in telecommunications capacity. In 1983 there 
was an average of 5.6 telephones per 100 persons in the city. Due to the 
lack of telephones and the large number of users, demands on the city's 
telephone services exceeded the saturation point by 40 percent. The 
inability to reach or call out from some particularly busy lines was out- 
standing. Along with the development of society, rapidly increasing 
demands have been placed on telephcene services, exceeding the capacity of 
the telephone departments. By the end of 1984, only 1/3 of the 40,000 
households who had applied to have a telephone installed could have their 
needs met. 


B. Tertiary Industry, An Industry That Serves the People's Living Standards 


The city of Beijing has a transient population of 800,000, but there are 
only 65,000 hotel beds. After adding the 220,000 beds in guest houses 
belonging to all units, the ratio between transient population and bed- 
space is 3.5:1, which shows an extreme shortage of space. Due to this 
lack of sleeping quarters in the city, quite a few visitors have to spend 
the night in the suburban metropolitan area or sleep outdoors in the 
square around the bus station. 


There are approximately 5,400 restaurants throughout the city. After 
accounting for service to city residents, each restaurant shoulders an 
average burden of more than 100 persons of transient population per day. 
All restaurants, large and small, are terribly crowded, and the time that 
customers have to wait on line for seats is longer than the time it takes 
to eat a meal. Eating out is really an unpleasant headache. 


The volume of demand for dry cleaning in Beijing is 1.63 million articles 
of clothing but the dry cleaning system has facilities to handle only 
600,000 pieces, for a gap of 1 million. As there are not enough stores 
that sell ready made clothes, dry cleaning shops can only accept a limited 
amount of work and processing time can be as long as several months. 


The above demonstrates that the service capacity of Beijing's tertiary 
industry is lagging far behind social needs. Increasing the number of 
tertiary enterpri- “hat serve the people's daily living needs as rapidly 
as possible is a’ ‘tant problem for the capital at this time. 


C. Education, Scientific Research and Culture 


Many of the nation's best institutions of higher education are concentrated 
in Beijing, with 97.4 university students for every 10,000 persons, the 
highest ratio in the country. However, compared to the capitals of other 
nations, there is an obvious gap. For example, in Tokyo, Japan, there are 
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613 university students per 10,000 people, and in Egypt's Cairo that figure 
is 449. Beijing's institutions of higher education have to export talent 
throughout the entire nation; therefore the current level cannot meet the 
needs of all the localities for personnel. 


Secondary education is not widespread at present, and its structure is 

not totally rational. Ordinary secondary schools account for 70 percent of 
all secondary schools, and only some of them can lead to university entrance. 
Due to lack of vocational training the remaining students cannot meet the 
needs of employing units. 


Compared to the daily growing cultural needs of the masses of the people, 
Beijing's cultural facilities remain inadequate, with an average of l 
theater seat for every 185 persons. The average resident only has the 
opportunity to go to the theater approximately twice a year. 


Along with the increase of knowledge and the rapidity of its renewal, 
education is changing from a one-time affair to a lifetime endeavor. 
Libraries and books are an important aspect of adult education and the 
renewal of knowledge. Although there has been great development in 
Beijing's library system since liberation, to this day there are only 
3,130 reading room and library seats and borrowing volume is only 6.12 
million books, for an annual per capita average of less than one book. 


D. New Tertiary Industries 


New tertiary industries include at present information, consulting, 
advertising,and tourism. A multitude of information companies and enter- 
prises have been created in recent years in Beijing, but they remain in 

an early stage of development and lack centralized leadership and planning 
and specialized personnel. Compared to this, development in consulting 
services has been more rapid. According to incomplete figures of the 
Industrial and Commercial Administrative Management Bureau, there were 
approximately 400 consultative service companies citywide by the end of 
1984. The scope of service provided has gradually expanded from scientific, 
technical and engineering consulting to enterprise management and rural 
economic development. At present their major problem is the lack of 
centralized management. 


Rapid development las been made in the last few years in Beijing's tourist 
industry. The number of tourists and income from tourism has doubled. 

In 1983 the city handled 510,000 travelers, which was 2.7-fold greater 
than in 1978, for an annual average increase of 22.2 percent. Revenues 
from tourism in 1983 reached the 280 million yuan mark, or 2./7-fold 
greater than in 1978, for an annual average increase of 22.4 percent. 
There are at present more than 100 historical and scenic tourist attrac- 
tions open in the city, and resources for tourism continue to open up. 
Tourist transportation and hotel conditions have all improved. In 1983 
there were 41 hotels in the city, for a total of more than 20,000 beds, 
which was 3.7 and 2.7 percent greater respectively than in 1978. Seventeen 
tourist roads have been built or expanded in Beijing for a total length 
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of 276 km. Beijing has more than 800 tourist buses which is over 4-times 
greater than in 1978, Judging from the city's special position, tourism 
is a major key industry in the increasing of foreign exchange revenue, but 
the industry's current scope and quality of service need to be gradually 
expanded and improved, 


III. Problems Facing the Development of Tertiary Industry 
A. Basic Facilities Are Inadequate; Saturation Point Reached 


Roads: From 1978 to 1984, the city's road system showed an average annual 
growth of 4.9 percent, which lagged behind the increase in number of 
vehicles, leading to a high degree of vehicle density on the roads, over- 
crowding on buses and frequent traffic jams. Because of this, vehicle 
speed has fallen. According to statistics, the average bus speed of 18 
km per hour in the 1960's fell to 15 km per hour in the 1980's and only 

5 km per hour for some routes during rush hour, 


Lack of housing has caused a contradiction and competition over space 
between tertiary industry and other industries, particulary the residential 
housing industry. It is hard in many places in the city to arrange space 
for commercial networks and other tertiary industry, for which the lack of 
street-level shop space is an important reason, 


Water supply: In 1984 citywide total water need was 1.53 million tons 
which greatly exceeded the city's 1.27 million ton supply capacity. The 
volume of water used was greater than the amount that underground resources 
could provide which led to a marked drop in underground water of 20 to 30 
meters in some districts, and the drying up and discarding of many wells. 
From 1979 to 1984 the water level in Beijing's largest water supply plant 
fell 5.4 meters, and daily supply volume dropped from 430,000 tons to 
370,000 tons, for a reduction of 19 percent. 


B. The Line on Technology and Industrial Development Is Unclear 


Beijing's public transportation vehicles used include trolleys, buses, 
taxis, subway trains and bicycles. Bicycle volume in the city has surpassed 
the figure of 4 million. It is unclear in the long run which type of 
transportation vehicle should be emphasized and what a rational ratio 
between all means of transportation should be. For example, there has not 
been enough scientific analysis on problems such as the rational service 
radius for commercial service networks and the scope and size of the net- 
works, In the 30 years since the establishment of the PRC, the gradual 
expansion of network scope and constant reduction of the number of networks 
have made life much more inconvenient. 


C. An Uncoordinated System of Management 


For example, as the postal system is an important tertiary industry, 
postal facilities should be in complete coordination with city government 
construction. But since the postal system is under the leadership of the 











Ministry of Posts and Telecommunications, it is not linked up with 
construction work done by the city government. As a result, development 

of the postal and telecommunications system lags behind urban construction. 
In another example, responsibility for vehicles of highway transportation 
is shared by transportation companies and using units, both of which own 
their own vehicles. Due to the current lack of centralized management over 
dispatching, transportation company vehicles account for only 7 percent of 
all vehicles in the city, but are responsible for 37 percent of the city's 
transportation tasks. Nor is there balance in their transport work, and 

it is common to see empty vehicles on the road. 


D. Poor Personnel Quality 


Due to the influence of traditional thinking, the social position of 

service industry workers is low, personnel in traditional tertiary indus- 
tries are poor in quality and their educational level is markedly lower than 
that of workers in other industries. There are only a dozen people working 
in food services in the city's western district with a university education. 
The contradiction between the growing number of old workers in the sewing 
industry and the lack of young people to replace them is quite sharp. 

New tertiary industry consists primarily of knowledge-intensive industries, 
but a basic army of the necessary personnel has not yet been formed. As 
tertiary industry develops, the problem of the lack of personnel with 

modern technical and management knowledge will become even more marked. 


IV. Future Development 


A. Understanding the Concept of Giving Priority to the Development of 
Tertiary Industry and Transforming the Capital into a City that Centers 
Around it 


The ratio between tertiary and primary and secondary industries is actually 
the proportianate relationship between social service and material produc- 
tion. The production of social and material wealth requires the corre- 
sponding guarantee of social services. The higher the level of material 
production, the greater the demand on social services. The rational ratio 
between urban tertiary, secondary and primary industries is determined 

by the scope of economic development, the level of the productive forces 
and the function and role of the city. The realities of the city of 
Beijing have shown that the artificial reduction of the scope of tertiary 
industry and necessary social services not only affects the people's 
livings standards, but the possibility of increasing economic returns as 
well. The contradiction in the capital between the service capacity of 
tertiary industry and need was formed gradually under certain historical 
circumstances. To resolve this contradiction requires the acceleration of 
the growth rate of tertiary industry so that it exceeds the speed of 
economic growth for the city as a whole. Its percentage of the GNP must 
continue to increase. In the past 5 years Beijing's tertiary industry has 
begun to develop in this direction, with an average annual increase in 

its proportion of the GNP of 1.5 percent. If this trend is continued, 

the proportion of tertiary industry of the GNP may grow from 1983's 
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32 percent back to the level of the 1950's (42,5 percent in 1957), 
basically resolving several difficult problems relating to the people's 
standard of living and establishing a foundation for the development of 
newly emerging tertiary industries. Based on this foundation, we must 
continue to maintain an accelerating growth rate for tertiary industry and 
strive to increase its proportion of the CNP to more than 50 percent 

within this century, transforming Beijing into a city that centers around 
tertiary industry and its largest economic support. Only by realizing this 
goal, can the capital adapt to the demands entailed in becoming a center 

of politics, culture and international relations. 


B. Perfect Economic and Social Mechanisms, Concentrate Forces Through 
Numerous Channels and Develop Tertiary Industry. 


Obtaining financial and material resources is an important problem 
encountered in the development of tertiary industry. We must distinguish 
two different situations in order to resolve this problem. The first and 
second strata of tertiary industry--sectors of circulation and those that 
serve production and daily life (with the exception of geological surveys)-- 
rely mostly on compensated services and professional business management. 
In the past few years good results have been achieved in the capital by 
promoting the simultaneous development of tle state, collective and 
individual sectors and coordinating work between the city and the outside, 
There are now more than 49,000 self-employed industrial and commercial 
households in the city with a total business volume worth more than 180 
million yuan. Five-hundred-sixty of the 712 industrial, transportation and 
construction enterprises subordinate to the 10 general companies within the 
Economics Commission's system have gradually developed into tertiary 
industries employing a total of more than 46,000 people, a gross busines- 
volume worth 330 million yuan and more than 40 billion yuan in realized 
profit. Rural production teams have also begun to engage in tertiary 
industry in the city. In 1984 there were 59 hostels run by production 
teams with approximately 37,000 beds entered into the city's construction 
plans. 


In order to maintain the above positive trend in raising funds for tertiary 
industry, restriction on industry prices should be loosened and appropriate 
preferential treatment regarding taxation and credit should be granted so 
that its rate of returns will generally be higher than that of primary and 
secondary industries. Thus a fairly high profit rate for tertiary industry 
can be guaranteed, which would be helpful in mobilizing the enthusiasm 

of the units involved and give free rain to the energies of enterprise 
development. A relatively high rate of economic returns could also be 
ensured, which could be useful in arousing the energies of local 
governments. 


Although the third stratum of tertiary industry--education, culture, broad- 
casting, television, scientific research, sports social welfare and other 
sectors--are supported financially mainly by the state and local govern- 
ments, once the problems of the first and second strata are resolved, the 
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government could use more of the capital for the development of tertiary 
industry on these sectors. Of course some units could raise some funds 
by providing services for compensation. 


C. Centralized Planning and Integrated Administration 


The lack of centralized planning and integrated administration is an 
important reason behind the slow rate of development of Beijing's tertiary 
industry. We should designate long-term plans that dovetail with the 

urban reform and take measures to inaugerate integrated management. 
Integrated planning and rational arrangements must be used to ensure as 
much as possible the completeness of various social services to avoid 
intensifying "other problems" while resolving "one problem." An emphasis 
on the construction of low- and medium-priced shops, restaurants and 
hostels in the area around Erhuan Road would convenience the masses and, 

at the same time, alleviate the pressure of high population density within 
the city. New commercial, trading and tourist service centers should no 
longer be built as much as possible, in the old city districts, and 
commercial organizations, enterprises and units now on either side of major 
shopping districts should gradually be moved out. A rational disposition 
must be made of traditional industries that serve the people's daily needs 
so that there are many small, multifunctional networks throughout the 

city. Staff should certainly not be increased and a concentration of large 
shops should be avoided. A rational centralized disposition within the 
city's plan must be made of transportation, residence, business and govern- 
ment units so that some move to appropriate new locations, as encouraging 
people to live near their place of work is an effective measure in resolving 
the problem of traffic congestion. In addition, plans have to be made, on 
the foundation of in-depth investigation and study, for the gradual 
creation, development and disposition of new industries such as information, 
consulting and tourism. Particular attention must be paid to the develop- 
ment of tertiary industry in the countryside. Peasants should be 
encouraged to set up tertiary industries based on local conditions to 

serve themselves. 


There are many aspects to the backwardness of Beijing's tertiary industry, 
but priorities can be granted to only those sectors most in need of develop- 
ment for some time to come, such as education, transportation, posts, 
telecommunications, economic consulting and shops, food services, housing 
and real estate, all industries which serve the daily needs of the people. 
In the long run, after the 1990's, the centrality of information, 
consulting, computer software and other new service industries should 

become the major characteristic of Beijing's tertiary industry. 


D. We Must Develop the Mental Facilities Involved in Tertiary Industry, 
Improve Employee Quality and Create Multilevel Vocational Education 
Activities 


There has been rapid development of the production and intellectual 
services sectors of tertiary industry abroad. From 1971 to 1981, the most 
rapid increase in the number of employees in tertiary industry in the 


23 





United States occured in production services (0.8-fold), knowledge services 
(0.6-fold) and commerce (0.4-fold). Therefore, demands for tertiary 
industry's personnel and knowledge structures are high whether in terms 

of future developments in production or in the socialization of consumption. 
In light of the current state employees in Beijing's tertiary industry, we 
propose a planned organization of the industry's personnel structure. 

The level of education and professional competence of service industry 
personnel must be enhanced via various types of vocational education to 
change current aackwardness. 


E. Improve Research Work on the Theory and Practice of Tertiary Industry, 
a New Issue in China; Many Practical Problems Remain to be Explored and 
Studied. 


Examples would be: problems relating to the calculation of labor produc- 
tivity in tertiary industry, the creation of a system of norms, internal 
structure, collecting land utilization fees, treating land as a commodity, 
and so on. These can only be gradually studied and resolved with the 
creation of new tertiary industries. 
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21 May 1986 


INDUSTRY 


GUANGZHOU AS CHINA'S MAJOR RUBBER INDUSTRY BASE DISCUSSED 
Guangzhou GUANGZHOU RIBAO in Chinese 15 Jan 86 p 1 


[Article by Li Ziyong [7812 1311 3144]: "Guangzhou Has Become China's 
Important Rubber Industry Base" ] 


[Text] The rubber industry of Guangzhou underwent great development during 
the Sixth 5-Year Plan, with the GVIO increasing at an annual progressive rate 
of 6.4 percent and topping 600 million yuan last year. Guangzhou has_ become 
one of the important rubber industry bases of considerable size and fairly 
high technical standards, and produces a fairly complete assortment of 
products. 


Guangzhou's rubber trade carried out large-scale technical transformation and 
equipment renovation during the Sixth 5-Year Plan. With their self-raised 
funds, special loans and compensatory trade, it has imported many equipment 
items of advanced international standards, and thus prepared the way for its 
rubber industry's take-off. 


During the Sixth 5-Year Plan, Guangzhou's rubber trade developed more than 
2,700 new products of new designs and new varieties, and carried out more 
than 600 technical innovations. The quality of its products continued to 
improve. Six of its products won the state's silver medals, and 44 others won 
the title of fine-quality products from the Ministry of Chemical Industry. In 
the early 1985's, four rubber factories, namely, Nanfang, Lingnan, Shengli and 
the Fourth Factory, were the first to produce the kind of plastic sandals and 
Slippers which are light, convenient, comfortable and moisture resistant. The 
present output has exceeded 10 million vairs each year, and both their quality 
and their sales are among the highest in the country. In 1981, the Fourth 
Factory produced the first pair of odor-resistant rubber shoes which marked a 
new development in China's rubber-shoe industries. Nanfang Factory produced 
the Nike sports shoes of world fame for exports, and provided the experiences 
for China to manufacture high-grade sports shoes. The annual output of rubber 
shoes has now reached 45 million pairs, and doubled that of 1980. The 
productive capacity of the Guangzhou Tire Factory has reached 600,000 sets a 


year. 


During the Sixth 5-Year Plan, the average annual output value of Guangzhou's 
export rubber products topped 100 million yuan, and many foreign-oriented 
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enterprises have emerged. The exports of six of these products, namely, 
bicycle tires, rubber hoses, rubber sheetings, rubber balls, hot water bags 
and household rubber gloves, are among the highest in the country. The 
exports also include more than 10 others, such as rubber shoes, rubber tires 


and rubber belts, all of which are selling well in some 50 countries and 
regions. 
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INDUSTRY 


ZHEJIANG'S DEFENSE INDUSTRY PRODUCES CIVILIAN GOODS 
Hangzhou ZHEJIANG RIBAO in Chinese 22 Feb 86 p 1 


[Unattributed article: "More than 200 Civilian Products Trial Manufactured; 
Technological Superiority of Zhejiang's Defense Industry Enterprises 
Exploited" ] 


(Text ] Exploiting its technological superiority and the latent productive 
resources, Zhejiang's national defense science and technology industry has 
achieved gratifying success in developing new products for civilian use. Up 
to now, more than 200 such products have been trial manufactured and developed 
for civilian use, and more than 90 of them are in batch process. In 1985, the 
output value of civilian products increased 22.8 percent over the previous 
year and 1.8-fold over 1980. This output value has increased from 32 percent 
in 1979 to 75 percent of the total output value. 


All the defense industry enterprises and research institutes in Zhejiang have 
made great efforts in using new technologies, new techniques and new materials 
for the trial manufacture and production of high grade and high precision 
civilian products that are in short supply, based on the urgent needs of the 
state for its priority projects; of the civilian enterprises for their 
technical transformation; and of the people in their daily life. In the past 
several years, five of these products won "golden dragon" new product prizes 
from the State Economic Commission, and six them won the title of fine new 
products the province. The No 715 Research Institute of the China Shipping 
Industry Corporation successfully trial manufactured for the  /Zhenhai 
Petrochemical Complex a microcomputer controlled sonar device, the first of 
its kind in China, which solved the problem of berthing large vessels. The 
property of this device is superior to that of imported products of the same 


kind. 


Carrying forward its "quality first" tradition, the defense industry 
enterprises have paid great attention to the quality of their products. Nine 
of their products were rated as fine quality products of the province, and two 
others were rated as the best consumer goods in people's daily life. The Fei- 
fei brand magnetic tape cassettes produced by the Zhejiang Magnetic Tape 
Cassette Plant had the highest rating among similar products in two national 
appraisals and the magnetic tape in these cassettes was rated as one of the 
province's fine-quality products, new products, and best consumer goods in 
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daily use. The Longevity Brand wooden clocks produced by the Zhejiang Clock 
Factory is well known as a good time piece with a novel design. It always 
enjoys brisk sales and is rated as one of the best consumer goods in daily use 
in the province. Recently, this factory has successfully trial manufactured 
an automatic timer which rings at the set time, anda time-reporting clock 
which announces the date and time in Chinese language. 


In developing civilian products with technologies similar to those of the 
defense industry, Zhejiang's defense industry enterprises have also produced 
remarkable economic results. During the Sixth 5-Year Plan, these enterprises’ 
profits were increased at a progressive rate of 37.18 percent each year. 
Zhejiang is now one of the provinces where the economic results of the local 
defense industry enterprises are fairly good. 


9411 
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INDUSTRY 


ZHEJIANG'S TEXTILE, LIGHT INDUSTRIAL PRODUCTS SALES BRISK 
Hangzhou ZHEJIANG RIBAO in Chinese 1 Mar 86 p 1 


(Text] On the afternoon of 27 February, the Provincial Light Industry 
Department held a meeting of all the directors (managers) of the light 
industry and textile industry bureaus in the province and commended the 
Huafeng Paper Mill and some other enterprises for their efficient quality 
control, the Hangzhou Chemical Fiber Mill and other advanced units for their 
energy conservation, and the Hangzhou Wristwatch Plant and other advanced 
units for their achievements in standardization, as well as the advanced 
specialized workers. Wu Minda [0702 2404 6671], deputy secretary of the 
provincial party committee and vice governor of the province, presented awards 
to the advanced units and individuals and spoke at the meeting. 


Last year, the light industrial sector of Zhejiang firmly adhered to the 
principle of simplifying the administration, decentralizing the authority, 
invigorating the enterprises and tapping their internal resources for the 
intensive growth, and made great efforts to promote the enterprises’ technical 
progress. The output of easily marketable products was greatly increased and 
last year was the best year of light and textile industrial developments 
during the Sixth 5-Year Plan. Compared with 1984, the output value increased 
15.59 percent, the sales proceeds increased 19.8 percent, and the profits and 
taxes realized increased 23.36 percent, more than half of the total taxes and 
profits of the state-owned industrial enterprises throughout the province. 


This sector paid special attention to the production of easily marketable 
products last year. A total of 400 new products and 1,700 new varieties were 
developed, and 49 of these products were rated by the ministries and the 
province as fine products with four new features. This sector also improved 
the quality of the easily marketable products through horizontal cooperation. 
The quality of bicycles, wrist watches, milk powder and beer is now in the top 
rank of the country. Four products won silver medals from the state, 16 other 
were rated as fine-quality products of the Ministry of Light Industry, and 
still 80 others were rated as fine-quality products of the province. 


In his speech, Comrade Wu Minda called on the cadres and workers of the light 
and textile industrial sector to increase their efforts in surmounting the 
difficulties so as to raise the light and textile industries to a higher 
standard in 1986. As to the way to develop these light and textile industries 








in the current year, he made the following four points: [1] continue to make 
good use of the strong points of the light and textile industries, produce 
more fine-quality and low-price goods that are in demand on the market, and 
make greater contributions to the export trade for foreign exchange earnings 
and to the improvement of the market. [2] While controlling the scale of 
fixed assets, resolute efforts must be made to readjust the investment 
structure, to clean up the projects still under construction, and to strictly 
control the starting of new projects. However, those enterprises and projects 
requiring little investment and having high output with good economic results, 
the products of fine quality and low prices that can be easily sold and are 
highly competitive on the market, the upgraded products of new materials 
produced with new technology, and the brand-name products for exports which 
can earn more foreign exchange, should be supported and conditions should be 
created for their rapid development. [3] the light and textile industrial 
sector should make great efforts in developing horizontal cooperation. There 
Should be further liberation of the mind, more vigorous steps, and better 
economic results. [4] the state-owned enterprises, especially the large and 
medium enterprises, should be further invigorated. 
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FOREIGN TRADE AND INVESTMENT 


INTERVIEW WITH JAPANESE AMBASSADOR ON TRADE RELATIONS 
Beijing GUOJI MAOYI /INTERTRADE/ in Chinese No 9, 27 Sep 85 pp 6-10 


{Interview with Nakae Yosuke, Japan's ambassador to China, by GUOJI MAOYI 
reporters, Wu Delie [0702 1795 3525] and Zong Ruiyu [1350 3843 3768]: "Japan 
Ready to Help China With Economic Development"; date and place of interview 
not given] 


[Text] Question: It has been 13 years since China and Japan resumed 
diplomatic ties. Chinese-Japanese trade has been developing rapidly, hitting 
an all time high in 1984, and Japan has become China's largest trading 
partner. Mr. Ambassador, can you say a few words about issues related to 
Chinese-Japanese trade? 


Answer: In 1984, Chinese-Japanese trade amounted to $13.2 billion, a historic 
high and more than 10 times the value of bilateral trade in 1972 when China 
and Japan resumed diplomatic relations. 


Chinese-Japanese trade accounts for about one-quarter of China's foreign 
trade. Japan has become China's No 1 trading partner. 


Moreover, in 1984 China became the third largest importer of Japanese exports 
and sixth largest supplier of our imports. Overall, as Japan's fourth largest 
trading partner, China has become an important country in Japan's world trade. 


As for the commodity mix, Japan's exports to China mainly compromise steel, 
machinery and chemical products, while Japanese imports include oil, coal, 
textiles and food. Apart from such categories as textiles and general 
merchandise where China and Japan are competitors, our trade is basically 
complementary. 


About the question of trade balance, China ran up a deficit with Japan 
throughout 1965-1980 but had a surplus from 1981 to 1983. In 1984, however, 
it again recorded a trade deficit with us. The Chinese government has 
expressed a hope that Japan would buy more from China and reduce the trade 
imbalance. In the future China will remain one of Japan's major trading 
partners. Trade expansion helps promote world prosperity. We must make every 
effort to move in this direction in the days ahead. 
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China is working very hard to quadruple its gross agricultural and industrial 
Output value over 1980 by the end of the century and actively restructuring 
its economic system and opening itself to the world. Japan is willing to do 
as much as it can to supply China with what it needs for its economic drive. 
At the same time, China must also increase its exports to Japan in order to 
achieve a trade balance. Japan, for its part, will look closely for Chinese 
products which have export potential to the Japanese market. We will also 
help speed up the overhauling and modernizing of Chinese factories and the 
development of export industries. 


Chinese exports to Japan such as oil, coal, light industrial goods and sundry 
merchandise are facing stiff competition from other nations in the world 
markets. China should improve the quality of its products and make greater 
efforts to come up with products that Japan needs. 


Question: Technical cooperation is an essential part of Chinese-Japanese 
relations. Japan has tried very hard in this area and obtained gratifying 
results. Mr. Ambassador, can you tell us what Japan proposes to do in the 
months ahead? 


Answer: Chinese-Japanese technical cooperation, whether official or private, 
has been very active. On the governmental level, technical cooperation mainly 
takes the form of accepting graduate students, sending experts, providing 
facilities, specialized project cooperation integrating the various elements 
mentioned above, and conducting feasibility studies and research related to 
the formulation of the general plan. 


Valued at 3 billion Yen in 1983, Chinese-Japanese technical cooperation has 
increased markedly each year since 1978 when it was worth 450 million Yen. In 
1980, China was ranked 26th among nations receiving technical aid from Japan. 
Today it has leaped to the No 5 spot. Moreover, as of 1983, Japan had 
accepted 206 Chinese graduate students, sent to China 368 experts and provided 
770 million Yen worth of technical equipment up to 1983. Statistics for 1984 
have not yet been published, but our guess is that China has advanced to the 
fourth position. 


Private technical cooperation (primarily Japanese enterprises receiving 
graduate students and sending experts) and technical cooperation between China 
and local governments in Japan (prefectures) are also estimated to have 
reached a large scale. In 1984 alone, 36,729 visas were issued to Chinese by 
the Japanese Embassy in China and its consulates-general in Shanghai and 
Guangzhou, of which 25 percent, or 9,177, were for people going to Japan for 
advanced training. 


The core of technical cooperation is personnel training. In the future both 
the government and private sector in Japan will intensify cooperation in those 
fields where China has a need and further enrich the contents of cooperation 
in order to live up to China's expectations. We are particularly keen to 
diversify and upgrade technical cooperation on the governmental level in 
accordance with China's needs. We may adopt such mechanisms as “overseas 








youth cooperation teams" and "silver volunteers" and joint research to pursue 
cooperation in ever widening terrain so as to achieve greater economic 
results. 


We are fully aware of China's drive to improve technology to develop its 
economy. Both the Japanese government and people are also making an effort to 
transfer technology to China. According to Chinese statistics, (ZHONGGUO 
JINGJI NIANJIAN, 1984 edition), among technical import contracts signed by 
China in 1983, Japan accounted for the largest share in terms of value. (In 
terms of contract number, Japan had 44, second only to the U.S.'s 46.) The 
United States was second with 30 percent and the Federal Republic of Germany 
was third with 9.5 percent. 


It can thus. be seen that so far Japan has had considerable success in the 
transfer of technology to China. If we include technical cooperation on the 
governmental level since 1978, Japanese efforts do not lag behind those of any 
other nation, both in scale and in substance. We will try even harder in 
future in accordance with China's wishes. We also hope that China will make 
corresponding efforts in technical cooperation. For instance, when we export 
advanced hardware to China, it should provide us with a proper assessment of 
such imports, including the concomitant technology (software). 


Question: As far as investments are concerned, Chinese-Japanese cooperation 
takes various forms, involves both the government and the private sector, and 
has been very active. Can you say a few words about Japan's future plans for 
direct investment? 


Answer: China and Japan have achieved genuine cooperation in capital, which 
takes the following forms: the so-called "Yen loans," government-to-government 
loans which will be repaid; free economic aid, and Export-Import Bank loans. 
Japan began supplying these various funds around 1978. 


The first batch of Yen loans from 1979 to 1983 amounted to 300 billion Yen 
(equivalent to $1.367 billion, based on the 1979 average exchange rate of $1 
to 219.47 Yen,) of which 200.9 billion Yen (or $915 million) were earmarked 
for 6 projects while 99.1 billion Yen ($452 million) went towards the 
financing of commodity imports. 


The second group of Yen loans, which began in 1984, was based on the plan put 
forward by Prime Minister Yasuhiro Nakasone to Premier Zhao Ziyang during his 
visit to China in March 1984. Under this plan, Japan would extend to China a 
470 billion Yen loan (based on the average 1984 exchange rate of $1 to 237.61 
Yen, this was equivalent to $1.978 billion) over the next 7 years to finance 7 
major projects in the "Seventh 5-Year Plan," including those in transport and 
communications. (For details, please see table below.) The departments 
concerned have opened negotiations on this year's share of the loan. 





Projects Financed by Second Group of Government Yen Loans 


Project 6th Project Loan 
(signed on 26 Oct 1984) 





Loans made to Chinese Ministry of Foreign 
Economic Relations & Trade 





Amount Hengyang, Guangzhou railroad extension 10,192 (millions of Yen) 
Zhengzhou Baoji railroad electrification 7,575 
Qinhuangdao Bingjing pier construction 4,631 





Lianyun harbor expansion 2,445 
Qingdao harbor expansion 2,203 
Tianjin, Shanghai, Guangzhou telephone 
network expansion 1,154 
Tianshengqiao (Basuo) hydroelectric 
power station 12,400 
Total 40, 600 
Loans to be made up to 26 Oct 1989 (5 years) 
Maturing period grace period 10 years, for a total of 30 years 
Interest rate annual interest rate 3.25% 


From 1980 through 1983, free economic aid from Japan amounted to about 17 
billion Yen (or $75 million, based on the 1980 exchange rate of $1 to 226.45 
Yen). Apart from the Chinese-Japanese Friendship Hospital which was completed 
in October 1984, this sum is being spent on agricultural, cultural and 
communications projects. When Prime Minister Nakasone visited China in March 
1984, he discussed with General Secretary Hu Yaobang the establishment of a 
"Chinese-Japanese youth exchange center." This project will also be built 
with free economic aid from Japan. 


The first Export-Import Bank loan from 1980 through 1984 amounted to 
$2 billion and was earmarked for the development of oil and coal resources. 
The second loan began in 1985 and will provide China with $2.4 billion to be 
used for the development of coal and oil resources, 


It can thus be seen that: In terms of government-to-government developmental 
loans, China has been Japan's largest aid recipient since 1982. (In 1983 
Japan provided China with free economic aid worth $350 million, 14.4 percent 
of total bilateral aid provided by Japan.) 


From i979 to 1983, China imported a total of $3.9 billion in foreign capital, 
of which $1.7 billion, or 44.5 percent, was Japanese, way ahead of Germany, 
which placed second with 12.9 percent. (International financial institutions 
such as the World Bank, International Bank of Development and the 
International Monetary Fund, accounted for only 17.3 percent of all capital 
imported by China.) Development loans from the Japanese government aid alone 
constitute 52.1 percent of the total value of all development loans received 





by China, or 43.1 percent of what has actually been spent. In the future 
Japan will continue to do its best to offer developmental economic assistance 
to contribute to China's economic construction. 


According to Japanese statistics, direct Japanese investments in China (from 
1951 through 1983) amounted to $71 million and involved 24 projects, of which 
$61 million, or 85 percent, were invested after 1979, i.e., following the 
Signing of the Chinese-Japanese friendship treaty. Compared to the scale of 
Chinese-Japanese trade, this was really insignificant. Between trade and 
investment, the latter requires an enterprise to make more weighty decisions. 
For this reason, it is only reasonable for Japanese companies to be cautious. 


Chinese statistics show that there were 10 Chinese-Japanese joint ventures as 
of late 1983, or 5.3 percent of the total number of joint ventures in China, 
which was 188. There were 130 Hong Kong-Chinese joint ventures, or 69.1 
percent, and 22 Chinese-U.S. joint ventures, or 12 percent, making Japan the 
country with the third largest number of joint ventures. But in 1984 alone, 
there was an increase of more than 40. If this trend is anything to go by, 
direct Japanese investments look set to pick up considerably this year. 
Japanese investments in China are moving from the research stage to that of 
implementation. 


Official cooperation alone is unlikely to satisfy the capital needs of China's 
future economic development, so we must expand investments in China by private 
enterprises. Right now our two governments are negotiating an investment 
protection agreement. Once the agreement is in place, it will lay a treaty 
foundation for Japanese investments in China. 


From the Japanese perspective, China should take the following actions to 
remove the main problems in our investing in China. It should strengthen and 
improve its infrastructural facilities and relevant legislation. It should do 
more to rationalize its wage system and land cost system, make available raw 
and processed materials, improve its transportation and correctly evaluate 
software. We are encouraged by China's present effort in these areas and hope 
that it will tackle unsolved problems as soon as possible. Enterprises which 
are thinking about investing in China are watching very closely the results of 
other companies which have made the move. In this sense, ensuring the success 
of existing Chinese-Japanese joint ventures is also an important issue worthy 
of bilateral effort. 


Question: The exchange of experts between the two nations is undoubtedly an 
extremely crucial matter as it will go a long way toward furthering bilateral 
economic cooperation. Mr. Ambassador, what do you think we should do in the 
future to strengthen such exchanges and cooperation? 


Answer: To further develop bilateral economic cooperation in the future, it 
is essential that we train a large number of Chinese people who can make 
themselves useful in every way, even as we strengthen material and technical 
cooperation. Both the Japanese government and our private sector are prepared 
to fully use our knowledge and experience to support China's personnel 
training effort. We'll further expand various exivting cooperation projects. 
At the same time, we will eagerly look into new ways which can satisfy your 





country's need for qualified people. 
We may consider the following specific cooperative measures: 


i. Further expand governmental technical cooperation both quantitatively and 
qualitatively. We expect private Japanese enterprises to build on this basis 
and become even more active in receiving Chinese graduate students and sending 
experts to your country. 


2. In accordance with China's requests, intensify cooperation between China 
and small and medium-sized Japanese enterprises so that the latter's 
Outstanding expertise and technology can contribute to China's development. 
As a result of their visit to China last month, our Chamber of Commerce has 
reached an agreement with China on the question of exchange between small- and 
medium-sized enterprises and China. 


3. As for sending retired technical personnel to China, we intend to launch a 
cooperative project involving retired personnel in the private sector. This 
is in addition to the "silver volunteers" project. 


4, As a form of concrete unofficial cooperation, the "Chinese-Japanese 
Personnel Exchange Committee" was set up in Beijing on 9 May under the 
chairmanship of Zhang Yanning [1728 1750 1337]. A corresponding organization, 
the "Japanese-Chinese Personnel Exchange Association," was established in 
Japan on 15 June with Gen Ben Long Tai Lang as president. So a mechanism is 
now in place for the systematic recruitment of retired technical personnel for 
dispatch to China. 


Question: As ambassador to China ata time when the Chinese-Japanese 
relationship, including economic and technical cooperation, trade and other 
aspects, is developing across the board, what do you think should be done to 
consolidate the relationship? 


Answer: To speed up Japanese-Chinese economic cooperation and trade, we are 
prepared to work hard along these lines: 


1. Make an Effort To Achieve a Balance in Japanese-Chinese Trade 


To bring about a long-term, balanced expansion in Japanese-Chinese trade, we 
must increase Chinese exports to Japan. Accordingly Japan should take a close 
look at what it can import. We are ready to actively introduce Chinese 
exports to Japan, which is what we did at the international import exhibition 
and trade fair held in Japan recently. More specifically, we may consider 
organizing various kinds of trade seminars with China. Friendly cities also 
constitute a channel through which economic exchanges and investments can be 
increased. Expanding Japanese-Chinese trade not only means more Chinese goods 
entering the Japanese market, but also facilitates the transshipment of more 
Chinese goods to a third nation through Japan, thereby increasing China's 
exports. 
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2. Promote Mutual Understanding and Ties 


International economic cooperation and trade cannot take place in the absence 
of an understanding of sone another's systems, economy, social structure, 
commercial pra tices and customs. More often than not, disputes arise in 
economic and trade intercourse because there is no full understanding of the 
other nation's conditions. As a result, it is imperative for Japanese and 
Chinese enterprises and people engaged in bilateral trade to strengthen mutual 
understanding and interactions. In the past, China's external publicity work 
Was inadequate in a number of ways. After the country firmly decided to open 
its door, there is an even more urgent need for it to tell the world the 
actual conditions at home in a detailed, accurate manner. 


3. There Must Be A Mechanism To Settle Any Problems Which May Occur 


China and Japan must establish a mechanism capable of solving any unfortunate 
problems which may arise. We may use all existing channels to discuss and 
solve problems as soon as possible. In short, there must be a means. to 
prevent economic or trade problems from affecting the entire Japanese-Chinese 
relationship. To ensure the smooth development of Japanese-Chinese economic 
and trade cooperation, we should invite Chinese and Japanese experts and 
people actually involved to engage in an ongoing process of contact and 
consultation to explore all manner of ideas and approaches. 


For your reference, I would like to offer a few personal views and relay a 
number of suggestions which came up in opinion surveys on ways to expand 
Japanese-Chinese economic exchanges. 


1. To promote the development of joint ventures, China should provide as soon 
as possible the basic data required by feasibility studies and beef up _ such 
data. There must be a clear set of standards to guide joint ventures in 
setting the wage scale of their workers. 


2. We hope that Chinese delegations to Japan will time their visits and limit 
their size reasonably. A restaurant and train reservation system may be set 
up for Japanese delegations to China. 


3. It is hoped that China will further clarify the set-up and jurisdiction of 
various trade organizations and companies, make available relevant 
information, institute a clear compensation system and ensure that delivery 
dates and quality standards of relevant products are met. 


4, To ensure the continued successful development of Japanese-Chinese economic 
relations, we must stimulate the exchange of private individuals, people at 
tne forefront of our relationship, and the regular exchange of opinions, 
listen seriously to the others' frank opinions and work hard to clear up 
mutual misunderstanding. Japan and China should work together to solve 
problems through joint studies and consultation. 
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5. We hope China will do its best to speed up housing construction for 
Japanese personnel accredited to China and introduce a more reasonable fee 
schedule. 


6. China should shorten its luggage shipment time, simplify its customs 
procedures, improve medical care and facilities and diversify appropriately 
the supply of articles of daily use to foreigners. 


12581 
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[Text ] Eskofot in Ballerup has, in connection with 
Prime _ lister a Schluter's sf fic al visit to China, 
Signed the first contract for the delivery of advanced 
gregnic ¢ equipment. Eskofot has worked on the Chinese 
market for : 

agent. 


Pn. x er +1 ‘7 Loe : ar . ‘r ac : . 
Tour years with the Hast Asian Company as 1t; 


"The door to China has only just been opened. We are very glad, for we have 
made a great effort to enter the Chinese market,” Director Borge Nielsen of 
Eskofot said to BERLINGSKE 

on Monday. 


m TNENT 
Lk Lf 


ENDE after signing the first contract in Peking 


Eskofot is the world market leader in graphic equipment. In 1985 the turnover 


was approximately 425 million kroner. Production takes place in six factories 
in Hjorring and one in Skagen. 


Outlook for More 


"We received the first order today, and at the same time the Chinese said that 
this year they intend to buy between 20-50 electronically operated reproduction 
cameras in the graphic area,” Nielson said. He concluded the contract during 
Prime Minister Poul Schluter's official visit this week to China. 

Eskofot has worked in the Chinese market for four years with the East Asian 
Company as its agent and has therefore had all the East Asian Company's well- 
deserved good reputation and knowledge to draw on. 





Last fall the Chinese were sent one of the new reproduction cameras completely 
equipped with directions in Chinese, and Nielson says that the Chinese have 
tested the apparatus now for two months. 
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seminars and small exhibits and visit firms and educational institutions 
directly. To a great extent we can also bring Chinese specialists home to us 
in Naerum and give them a course in a certain discipline,” Bruel said. 
soon the director will celebrate his fortieth trip to China, and after all 
these trips he says that the same mentality dominates now as before among the 
Chinese, even though the changes have been great. "They like people they have 
known a long time and they tend to make agreements with them. One does not 
have to have anything in writing, but one has it, naturally. We have never 
gotten into an argument or had any problem at all with a contract. Honesty 

is necessary for trade with the Chinese, and Danish firms that play their cards 
in this way will fit in splendidiy in the Chinese market," Bruel said. 
service Net will be Expanded 

If one does something wrong, orally or in writing -- that is, something that 
is not in agreement with the truth -- then one had better go home at once and 
stay far away and never come back. This is Bruel's good advice 

Bruel & Kjaer Export is working hard to expand the service net in China, and 
two centers are already on the drawing board. 

"We nres have two cary} va" centers Sn (NT 2wne sne 7 Pakinge ana ne ir *hangh ai 

LiOw ti UWU SDOLTVILGE Celiveis Ail ~N1inG, ne in reains hel ii in onangnal. 
[It is very important, you see, when one is to trade here, to be able to ses 
to it that the products one sells last a long time. High technology products 
require a type of service that is perhaps a little difficult to build up, 
ecause one must have the personnel who know the products in and out and whc 
have the possibility to repair them. There must also be enough spare parts. 
We were the first firm in the world to set up a service center in China 
manned solely by Chinese engineers,” Bruel said. 
New Danish Export Loans 

Copenhagen BERLINGSKE TIDENDE in Danish 15 Apr 86 Sec. 111 p 6 

[Excerpt] Power plants, cement factories, a seed improvement establishment, 
a furniture factory, and a dairy are the things that Danish firms, among 
others, will participate in delivering to the Chinese with the help of a 

new Danish state loan -- the fourth in a row -= of 265 million kroner. The 
foreign office will seek the approval tomorrow of the finance committee in 
the Folketing for the loan, which, together with the three previous ones, 
amounts to 770 million kroner from a framework of all in all 1.4 billion 
kroner. The loans are interest free, and the new loans will be repaid over a 
25 year period after a payment free period of 10 years. 
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ISSUES RELATING TO TECHNOLOGICAL STANDARDS DISCUSSED 


Beijing GUOJI MAOYI /INTERTRADE/ in Chinese No 8, 27 Aug 85 p 25-26 


[Article by Yuan Suohong [5913 6956 7703]: "The Importance of Importing 
Technological Standards") 


[Excerpt ] 1. Combining Imported Technological Standards and Domestic 
Standards 


The purpose of importing technological standards is to raise our own 
scientific and technological standards. On the one hand, we must try to avoid 
duplication. On the other hand, we must speed up our assimilation, mastery 
and application of foreign technological standards. Even more important, we 
should take actual domestic technological standards as our point of reference; 
whenever we can make a piece of equipment which matches or approaches the 
international standard, we should not import; when our own product falls short 
of international standard and when the hardware in question is desperately 
needed, we must import in a timely way. Once imported, the equipment should 
be promptly compared to the domestic counterpart, examined, assimilated and 
applied. Only thus can we accelerate the pace of domesticating advanced 
foreign technological standards and raise our own standards. The Shanghai 
Television Tuner Factory is one of those model units which has done a fine job 
combining imported technological standards with domestic ones. In 1979, it 
imported from Japan an electronic tuner technology production line and 2 VHF, 
UHF automated tuner production lines. To economize on foreign exchange, the 
factory was anxious to combine imported technological standards and domestic 
Standards and decided to import only essential parts of the production lines, 
a move which saved more than half of what it would have cost had it bought the 
whole piece of equipment. Whenever a piece of domestic equipment meets’ the 
processing technological standards, the factory invariably opts for the native 
product. In addition, it makes it a rule not to import more than one set of 
any one kind of equipment. At one point the factory needed two rivet busters 
for its production line. Despite the iower domestic technological standards 
at the time and manufacturing difficulties, the factory, in its eagerness to 
speed up the domestication of imported technological standards, decided to 
import only one buster. Through the scientific research method of "reverse 
engineering," moreover, it carried out tests, analyses and research and 
finally succeeded in making a buster by domesticating foreign technology. In 
this way it solved the problem of equipment shortages and quickened the pace 
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of domesticating imported technological standards as well as saving foreign 
exchange. 


2. The Importation Of Technological Standards Should Be Integrated With the 
echnological Standards 


The import of technological standards should be considered from every angle 
Over and over again by the departments concerned. It should be included in 
the national, ministerial, regional or local comprehensive technological 
standards plan so that it is integrated with the popularization of domestic 
Scientific research standards achievements and will produce greater economic 
results. Accordingly we must precede technological import work with good 
consulting work, including demonstrations, regarding the import of 
technological standards and domestic standards. There should be feasibility 
Studies on technological standards and integrated plans with provisions for 
scientific research, production, application and popularization. After a 
piece of technology is imported, we should thus be able to come to grips with 
technological standards problems concerned and assimilate and apply it. Only 
on this basis can our people improve upon imported technological standards and 
speed up the “domestication” of such standards. 


The basic purpose of importing technology is to promote technological and 
economic developments. The import of each and every piece of technology or 
equipment must be combined with the popularization of domestic technological 
standards. This is the only way to inject vitality into our work. To bring 
about such a combination in earnest, we must lay down concrete methods and 
measures governing the popularization, transfer and patenting of technological 
Standards in the post-import stage, such being the only way to integrate 
meaningfully the importation of technological standards and equipment 
Standards, on the one hand, with the transfer of technological standards 
achievements, on the other. The Shanghai Printing and Dyeing Machinery Plant, 
for example, popularizes imported technological standards even as it imports 
relevant technology and equipment. As a result, it created 18 new products of 
11 different kinds in 1982 alone, contributing to the development of China's 
printing and dyeing industry. 


3. The Import of Technological Standards Should Go Hand In Hand With Standards 
Management 


The synchronization of the import of technological standards with the 
development of standards management helps promote the assimilation and 
understanding of imported technological standards so that they can contribute 
economically to our production as soon as possible. They are actually the two 
Sides of a coin, complementary and closely related. A piece of technology or 
equipment or an assembly line may be state-of-the-art, but if nobody 
assimilates, masters, applies and manages its technological standard, it will 
not do any real good. An enterprise which lacks highly skilled professionals 
specializing in technological standards will not be able to carry out 
manufacturing in accordance with standardized procedures, and the result will 
be disastrous. Take the Shanghai No 1 TV Factory, for instance, which a few 
years ago imported from Japan a color TV assembly production line. Because it 
took pains to combine the import of technological standards with management, 
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promoted staff training, compiled and trans 
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standards, laid down operational procedures, manag Standards 
and so on, the import produced impressive econom ording to 
Statistics, the factory turned out 310,000 black-and-wi or TV sects 
in the first 10 months of 1983, up 31 percent over ¢ a year ago, 
and increased profits by 39 percent. Its total taxable pr t exceeded 40 
million yuan, more than its combined investments in techn gical imports and 
certainly enough to cover the cost of a color TV assemt roduction line. 
4. The Domestication Of Imported Materials And Spare Parts Standards 
The domestication of imported materials and spare parts standards is an 
important part of the assimilation work in China's technological import. It 
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has a direct impact on maximizing the economic resu 


imported technology, 


on the speed of domesticating imported technology, and on the pace at which 
product quality is improved and products upgraded. In vent years, many 
Chinese enterprises have done a good deal of work to domesticate the standards 
of imported materials and spare parts and achieved notable economic results. 


A typical example is the Shanghai Light Bulb Factory. 


From the very day it imported from Japan a production line make 12- and 14- 
inch black-and-white kinescopes, the factory strived to assimilate and adapt 
to domestic use advanced foreign technological standards and gradually began 
to substitute imported raw and processed materials, dies, tools and spare 
parts with standard domestic products. So far it has su ied in making as 
many as 452 die spare parts which otherwise would have mported. It can 
now make 25 of its 29 kinescope dies and manufacture most of the parts which 
go into the remaining 4. As for equipment spare parts, more than 2,000 items 
are designed and made by the factory. In the case of mac! spa parts, in 
particular, over 90 percent are now domestically made. ng to materials 
standards, of the 103 materials required in kinescope man iring, 69 were 
manufactured locally in 1984 as a result of the factory's effort. Last year's 
import substitution rate reached a high 73 percent. In less than 3 years the 
factory protuced 2.8 million 12- and 14-inch kinescopes, and earned taxable 
income of 77 million yuan, three times what it cost the factory to import the 
assembly line. Its economic results are the highest none imilar imported 
production lines in the nation. 

5. The Checking And Accepting Of The Technical Standard m ed Equipment 
The checking and accepting of technical standards includ: ortant >quipment 
Standards, the functional standards stipulated in technical manuals and 
technological standards, etc. When standards problems are discovered during 
checking, we must demand compensation from foreign factories; therwise the 
state will suffer heavy economic losses as a result of equi; t not operating 
properly. One factory, for instance, imported from Japan fluorescent lamp 
assembly line, but because it overlooked to examine na ery, it was 
taken in by the Japanese. The obsolete assembly line wa t into production 
and caused serious environmental pollution. It was a profou esson for the 
plant. In contrast, Baoshan Iron and Steel Wor sulfur 
fluoride high voltage combination motors it purcha y Shibaura 
Electric Co, Ltd of Japan and discovered the so-ca lucts" were 








second-rate in terms of technological standards. A total of 12 major problems 
involving technological quality were identified. Following negotiations, not 
only were the 46 sets of equipment shipped back to Japan for repairs, but 15 
Chinese personnel were also sent to Japan at the Japanese company's expense to 
supervise the repairs and ensure their technological standard. The Japanese 
also paid out $570,000 to cover the wages of Chinese inspection staff, the 
rent of the inspection site and the costs of inspection tools, etc. We can 
thus see the tremendous importance of inspecting the technological standards 
of imported technology and equipment before acceptance. 


6. The Need For Legal Provisions On The Technological Standards Of Imported 
Equipment 


To ensure we make full economic use of imported technology and equipment, the 
State Council has approved and put into effect a draft law, "Inspection and 
Control Procedures for Imported Technology and Equipment (Provisional)," 
worked out jointly by the departments concerned under the State Council and by 
the State Standards Bureau. This move provides a reliable guarantee for the 
development of technological standards work which is part of the overall task 
of speeding up the import of technology. Accordingly we should be fully aware 
of the important role of the draft law in the standards work of technological 
imports in the future. 
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FOREIGN TRADE AND INVESTMENT 


WAYS TO INCREASE TECHNOLOGICAL EXPORTS SUGGESTED 
Beijing GUOJI MAOYI /INTERTRADE/ in Chinese No 9, 27 Sep 85 pp 14-16 


[Article by Huang Zhiping [7806 1807 1627}: "Ways of Increasing China's 
Technological Exports] 


(Text ]} In order to speed up our four modernizations, the import of advanced 
and applicable technology from abroad has become a strategic measure in our 
economic work. In recent years, we have had an initial breakthrough in this 
area. But another issue equally worthy of examination is how to aggressively 
increase our technological exports even as we step up our technological 
imports. There is a wealth of foreign experience here which we should draw 
upon. This article explores a number of related issues. 


China's Technological Strength 


Mention technological exports and some comrades would ask, "Our scientific and 
technological level is not high and our inventions and innovations are no 
match for those of foreign nations in either number or quality. Do we really 
have exportable technology?" The answer is yes. 


The truth is that in some technological areas, we are still in a strong 
position. Over the past few years we have begun exporting quice a number of 
new designs and a fair amount of new technology even as we were heavily 
importing advanced foreign technology. For instance, we have exported the 
design and manufacturing technique of the plate heat exchanger to the Federal 
Republic of Germany [FRG], the design and manufacturiug technique of blast 
furnace coal powder to Britain and top burning blast furnace technology to 
Luxembourg. Qinghua University has sold to Fujitsu, Ltd, Japan's largest 
computer company, the computer software it has developed for large and medium- 
sized computers. The Japan Electric Co recently purchased from us computer 
software for industrial use. Then there was the transfer to Sweden of a new 
welding system developed by Professor Pan Jiluan [3382 7139 7019] of Qinghua 
University, the purchase by two United States companies of rice crossbreeding 
technology from China Seed Co, and the sale to Japan of Beijing Food Research 
Institute's soya yogurt technology (including bacterial cultivation, equipment 
and technology). Most of these technological exports are among the best in 
their fields and many of them are of international standard. The Japanese 
have recognized our computer software exports as of "an extremely high 
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standard." After our rice crossbreeding technology wa xported, 14 countries 
in different climatic regions are currently trying ou 
remarkable increases in yitlds in most cases. (In the U.S., he new eeds 
increase output by 50 percent over local varietie 


In plant exports, too, Nina's progress in recent years has been rapid. 
According to incomplete data, we have sold over 10 imail-scale nydroelectric 
power stations to a dozen countries including the U.S., inada, Peru, Colombia 


and the Philippines. We have exported to Thailand more than 1,000 pieces of 
textile machinery and sold tec Pakistan a plate glass plant With in innua | 


Output of 12,000 tons, and bicycle tire production technology and equipment. 


To be sure, our technological exports make up only a tiny share of the world's 
total technological trade and lag far behind our own technological imports 
both in scale and quantity. Nevertheless, the fact remains that in the midst 
of intense competition in the international technological market, we have our 
Own strength and are capable of exporting technologies even is we are 
importing technology heavily. 


China Has The Potential To Export Technology 


A big country, China already has a very comprehensive industrial structure and 
a considerable scientific research capacity and is engaging in a broad range 


of production. From 1979 through 1983, there was a total of! 17,990 major 
scientific research achievements nationwide, or 3,000 per year, including : 
nationally approved inventions or innovations. Of the 19 Chinese exhibits at 


the International Invention Exhibition in Geneva, 11 were awarded the 
invention prize. If we succeed in assimilating, absorbing, leveloping and 
modernizing what we have imported, and, in the process, "domesticate" it, the 
resultant new technology will constitute a tremendous potential export. Then 


there are our many superb traditional technologies and skills, such as 
ceramics, arts and crafts, secret Chinese medicinal prescriptions, northern 
and southern cooking, ancient calligraphy and painting, and ne anc 


technology of wallpapering with calligraphy or paintings, which should e 


highly competitive and able to carve out a special niche for themselves in the 
international market. 

The establishment of a patent system in China will be a powerful boost to 
innovation, invention and technological progress. In little over a month 
after the law went into effect, the Chinese Patent Bureau has already r veived 
more than 4,700 patent applications. Since the patent system legally 
safeguards an investor's or enterprise's interests, nould significantly 
unleash and mobilize people's inventiveness, nstituts long-term, effective 
driving force behind technological advance and provide a fruitfu source of 


technological exports. 


It should be noted that China's intellectual products of industrial value such 


as scientific and technological know-how, scientific research achievements and 
arts and crafts have begun to make their way into the nternationa 
technological market. According to incomplete statistics, there ar 

1,000 large- and medium-sized scientific and technological] levelopment 
exchange centers across the nation. In additior 1 nationwide operative 








network has come into existence. saree 
Tianjin and Shanghai have already se i 


seventy eligiit trade delegations attended th Li 
achlevements trade fair held in Beljing recently, 
technologies. Reportedly the national fair w 

from now on, and, starting with the next fair, 

foreign participation. By combining the impor't 


fair is slated to become an international te 
positive and effective influence on the devel 


The above situation shows that we hay 
potential. If only we seriously develo; : 1 
bright future. 


Suggestions For Developing China's Technological Export Trade 
1. To develop technological export work, we must | 


understanding, doing a good job in managing t 
research achievements and getting more people to know t! 


economic value of an invention derives from or 
innovativeness and practicality. nee the wo 

becomes public property and may not be 1 abi 

years, because of our failure to regard techn 

commodity or because some comrades unduly underestima' wr) 
and considered our technology totally inferior to for ; 
absence of a Chinese patent system and the lack f 


wittingly or otherwise made known to the world wilt 
valuable things, to the benefit of other nati 

Xuan paper, a top-quality paper native to Anhui Pr , 
technology, Rongbao zhai ancient painting roduct 
successively been let out to the world. lina rice er 
could not be patented abroad after it lost its origina 
having been published in international newspapers and yu 
effective management of new technology, tradit 
prescriptions. In some cases, applications may be n 
the technology concerned can be used abroad un 

system. In other cases, the technology may t 

license system. 


2. Clear up technological export hhannels. At 
technological developments, if we fail to mark ransfera 
aggressively, it will soon become dated. Even nt 

its market. Each year China has a host of scie 

If we can select some in time for overse ransfer, »% 
legitimate rights and interests. In fact, however, 

some technologies could not find a buyer and wer 

of blocked sales channels. China is a vast ntry wh 


information is limited. Thus there is a need 
service companies to disseminate innovations an 
and gradually open up our technological marke! 
may also be used, Cokes estab1li 
organizations, designating China's trad 
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SPECIAL ECONOMIC ZONES 


REEMERGENCE OF REFORM FACTION REPORTED 
Hong Kong CHIU SHIH NIEN TAI [THE NINETIES] in Chinese No 1, 1 Jan 86 pp 33-35 
[Article by Shi Hua [2457 5478]: "The Reform Group in the Ascendancy Again" ] 


[Text ] The changing attitude of the CPC Central Committee toward the events 
in Hainan Island and Jinjiang and other concrete moves show that the group 
Which champions special economic zones [SEZ's] is in the ascendancy again. A 
series of student actions from "18 September" through "9 December" is what has 
prompted the reform and orthodox groups to take a joint stand. 


Both reliable sources and the Chinese press point to a recent resurgence on 
the part of the SEZ group after rallying its forces. 


The SEZ faction briefly lay low after they came under sharp attack from the 
orthodox group in the midst of the furor caused by the car speculation cases 
in Hainan Island and the Shenzhen problems; Lei Yu [7191 1342] was dismissed 
and Liang Xiang [2733 3276] was replaced by Li Hao [2621 3493]. Recently, 
however, the group has been reaffirmed, criticisms of the events in Hainan 
Island have been toned down, Lei Yu has been given a new job while Liang Xiang 
continues to hold a high post in Shenzhen. Even more important, the plan 
devised by the CPC Central Committee to save Shenzhen (as reported by this 
magazine last issue) has promptly been put into practice. All the signs 
Suggest that the SEZ group has survived a crisis and is surging ahead, buoyed 
by new ideas and new schemes. 


Gu Mu Goes to Hainan; Lei Yu Takes Up New Job 


The reform group was taken to task by the orthodox faction over a host of 
issues in 1985, including (1) loss of control over foreign exchange, credit, 
imports and economic growth; (2) the upsurge in economic crimes; (3) foreign 
exchange fraud in SEZ's, foreign exchange speculation, smuggling, tax evasion, 
profit-making at the expense of the interior and depending on government 
subsidies; (5) the unchecked proliferation of pornographic literature and 
videotapes and corruption of social morals, particularly the appearance of 
prostitution; and 6) dissatisfaction resulting from wage and price reforms.... 


All these problems were brought to light by the orthodox faction before the 
National Party Congress in September. The orthodox faction focused on two 





major cases -- Hainan Island's car deals and the counterfeit drug case in 
Jinjiang, Fujian -- and spent most of its time questioning the Shenzhen SEZ's 
policies. To refute Shenzhen is tantamount to repudiating the SEZ's, and 
hence the open door policy itself. Since the orthodox faction and the Central 
Discipline Inspection Commission had concrete evidence pertaining to the 
events in Hainan Island and Jinjiang, the reformers could not but let’ them 
proceed with the exposure in any way they liked. The problems in Shenzhen, 
however, had foreign policy implications, so bcth sides were reluctant to 
bring them to the fore. Still it had become inevitable to curb Shenzhen's 
powers, a move which precipitated its rapid decline. 


As the orthodox faction reserved their critical fire at Hainan Island, Fujian 
and Shenzhen, what happened there provides the main clue as to whether or not 
the SEZ group would be able to stage a comeback. 


According to a XINHUA report, Gu Mu [6253 3668], state councillor and director 
of the Special Economic Zones Office, recently inspected Hainan, Zhnanjiang, 
Jiangmen and other areas in Guangdong Province. The report noted some of his 
speeches in Jiangmen and Enping but omitted to mention his remarks in Hainan 
[sland. 


Reliable sources, however, say that Gu Mu was conciliatory during his 
inspection trip to Hainan Island where he softened significantly the harsh 
language in the report by the Central Discipline Inspection Commission. 
Referring to Lei Yu, he said, "He erred in the course of reform, but 
personally Lei Yu was not guilty of corruption. Nor did he line his’ pockets 
with public funds. Besides, he has done a lot for the open door policy in 
Hainan Island in the past couple of years." Today the investigation on Lei Yu 
has closed and he has been transferred to Hua County in Guangdong to take up a 
deputy secretaryship. 


As for the policies toward Hainan Island, Gu Mu emphasized that all existing 
open door policies will remain unchanged and that the island can still retain 
100 percent of its foreign exchange earnings from the export of local 
products, while the retention rate for exports originating in other parts of 
the country will remain at 70 percent. In addition, Gu Mu disclosed that the 
central government has acceded to Hainan Island's demand for financial 
independence from Guangdong, a request which it had been pressing for several 
years. In other words, Hainan Island will enjoy greater financial autonomy in 
the future. 


The CPC Central Committee's changing attitude toward Hainan Island is an 
important sign that the SEZ group is regaining ground. 


Breakthrough in Fujian; Liang Xiang Writes a Long Article 


Another sign has to do with the counterfeit drug case in Jinjiang, Fujian. 
Ever since the publication of an open letter by the Central Discipline 
Inspection Commission to the Jinjiang Prefectural CPC Committee last July, the 
shinese press pursued the case for more than a month. The commission pressed 
for investigations to find out who on the prefectural committee and county 
committee were responsible, and Jinjiang held several "mass meetings" in 











connection with the case. Nevertheless, the highest-ranking culprit arrested 
was only a deputy secretary of the CPC committee of Chendi Township in 
Jinjiang County, and the uncovered cases involved counterfeit drugs valued at 
just 3 to 5 million yuan. Besides, no injuries and no victims ever came to 
light. In the context of all the nation's economic crimes in 1985, Jinjiang's 
counterfeit drug case cannot be considered a major one. Why then did the 
Central Discipline Inspection Commission time and again resort to such devices 


as public letters and public announcements to expose and criticize it? Some 
people believe that the real target of the orthodox faction was Xiang Nan 
(7309 0589), secretary of the Fujian CPC Committee and a leader in the 


reformist ranks. 


After a period of inactivity, Xiang Nan seems to be on the move again lately. 
In mid-December, Liao Hui [1675 2547], director of the Overseas Chinese 
Affairs Office of the State Council, went to Fujian and, accompanied by Xiang 
Nan, visited the Xiamen International Bank, the first Chinese-foreign joint 
ve.iture bank in China. The establishment of this bank demonstrates that the 
autonomy enjoyed by Fujian Province and the Xiamen SEZ has not diminished 
because the bank's overseas partner is the Pan-Indonesian Group, an 
Indonesian-based financial institution in Hong Kong. Furthermore, there are 
reports that the Xiamen SEZ has been trading directly with South Korea. These 
two foreign economic moves can both be regarded as breakthroughs under China's 
existing policies. If Xiang Nan were still in the woods because of the 
counterfeit drugs case, he would not have been able to pull off such feats in 
the field of foreign economic relations. 


The movements of Liang Xiang, another reformist leader, can also be seen as 
the beliwether of China's SEZ policies. At a symposium convened by the 
secretariat of the CPC Central Committee and the State Council in late March 
and early April, Liang Xiang explained how Shenzhen rapidly evolved from a 
"Small, desolate border town" into a "modern medium-sized city," an experience 
which formed the basis for the Central Committee's decision to open 14 coastal 
cities ana further open Hainan Island. The stampede which followed finally 
led to a serious loss of control on all fronts. Liang Xiang's removal from 
his mayorship was at one point interpreted as a sign of the SEZ group's fall 
from power. 


On 11 December, however, JINGJI RIBAO published a long article by the present 
secretary of the Shenzhen CPC Committee, Liang Xiang, in which he reviews 
Shenzhen's growth and looks ahead to its future development. 


That Liang Xiang has his article published in a national newspaper at this 
point in time testifies to his solid position. His removal from the mayorship 
should be seen as an upgrading of the status of the SEZ: formerly under 
Guangdong Province, it has now been taken over by the central government. 
That explains why the Central Committee appointed Li Hao, deputy secretary 
general of the State Council, to be its mayor. 


Shenzhen Adopts New Policies; Three Major Developments 


In his long article, Liang Xiang reveals that the future development of 
Shenzhen will be guided by these principles: "Rely on the interior, serve the 





four modernizations, orient itself toward Hong Kong and Macao and move out 
toward the world." The last three principles hardly differ from what was said 
in the past. Most important is the first principle, "rely on the interior," 
Which is the policy manifestation of what I reported in the last issue, namely 
that after discussions in Shenzhen, 18 central ministries and units decided to 
move to Shenzhen export-oriented industrial operations directly under the 
central government. 


Three concrete events happened this month which accord well with what Liang 
Xiang says in his article about relying on the interior and merit our 
attention. 


In the first event, WEN HUI BAO in Hong Kong published on 5 and 18 December a 
two-part whole-page "special on the machinery industry in the Shenzhen SEZ." 
The special article notes that 14 enterprises under the Ministry of Machine- 
Building Industry set up shop in Shenzhen on 9 November. All of them are 
"export- oriented economic entities dependent on key enterprises in the 
interior." "They rely on large enterprises in the hinterland from which they 
derive their technical strength and managerial personnel wholesale. They 
obtain some of their equipment from existing enterprises and import other 
necessary advanced facilities and technology. They will soon go _ into 
operation." The special article also points out that this development is 
based on experience: the machine- building industry in the interior had 
earlier set up over 20 factories in Shenzhen, including the Shenzhen Lianhua 
Enterprises, a cooperative venture between 228 shareholders, all key 
enterprises under 28 provincial or municipal machine-building bureaus and 
departments, and the Shenzhen Real Estate Co. With 3 years' experience behind 
it, the Shenzhen Lianhua Enterprises now handles the overall planning of the 
local manufacturing and export of numerous well-known brands of machinery 
products. China's light machine products have long enjoyed an international 
reputation for low prices and good quality. The establishment of a machinery 
industry in Shenzhen to widen the zone's export vistas and enable it to earn 
foreign exchange is certainty an important step in rescuing the SEZ. 


The second move is the plan to build a town for overseas Chinese. On 15 
December, the Hong Kong China Zhonglu (Holding) Co. Ltd. was founded on the 
basis of the former Hong Kong China Zhongguo Luxing She. The new company is 
envisaged to be a corporate enterprise, multifaceted, international and 
modern. The "Zhonglu" in its name is no longer an abbreviation for "Zhongguo 
Luxing She" since its scope of business is not confined to tourism any more. 
The chairman of its board is Liang Lingguang [2733 7227 0342], who has stepped 
down as governor of Guangdong Province, while its vice chairman and general 
manager is Ma Zhimin [7456 1807 3046]. After its first meeting, the board 
immediately announced that the company will be responsible for the development 
of a town for overseas Chinese in Shenzhen. 


According to reports, an area of 4.4 square kilometers will be developed 
during phase 1 of the project, of which 25 percent will be devoted to 
industrial use. Under its plan, industrial plants will be concentrated in the 
north and residential housing in the south, which faces Shenzhen Bay. 
Needless to say, the aim of building the town is to attract overseas Chinese 
capital. When an overseas Chinese invests in the project, he benefits from 
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he three concrete examples above are proof enough that the SEZ policy of the 
reform faction has broken the blockade imposed by the orthodox faction and is 
alive and well. What really made it possible for the reform group to regain 
its position and begin to flex its political muscles again? 


It has been learned that it is the student movement, which seemed to be 
gaining strength from "18 September" to "9 December," which prompted the 
reform and orthodox groups to patch up temporarily and adopt a joint platform 


Once more. 


On the one hand, the orthodox faction has criticized various problems which 
have emerged in the course of reform. On the other hand, students are 
dissatisfied with the existing realities. The combination of the criticisms 
and the dissatisfaction resulced in anti-reform slogans in the anti-Japanese 
demonstrations on 18 September. The subsequent networking among students all 
over the country and their plans for a nationwide demonstration on 9 December 
heightened the vigilance of both the reformist and orthodox groups in power. 
At a high-level meeting, the two groups finally decided to adopt a joint 
position in order to check the growth of the student movement. Among other 
things, they are to stop exposing in the press the dark side of things, 
especially the problems which have surfaced during reform, and do everything 
possible to drive home the message that to support the open door policy is 
patriotic and that China today benefits from dealing with other nations and 
importing foreign products, which is not "fawning on foreign powers." In 
addition, they agreed to take concrete steps to solve problems in the SEZ's 
and continue to affirm and support their development. 


At the beginning, the reform group was under criticism. Faced with the 
challenge posed by the student movement, the leadership had no choice but to 
compromise. As a result, the reformists, formerly in a passive position, have 


now seized the initiative. This is a primary reason why the SEZ faction has 
been ipbLe t ) reas Lar ’ a . 
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LABOR AND WAGES 


SANYO JOINT VENTURE WORKERS SATISFIED WITH UNIONS 
HK270624 Hong Kong HONG KONG STANDARD in English 27 Apr 86 p 4 


[“Special report” by Yan Mei-ning, Stephen Morgan, Annie Lam, and Ivan Lo: 
“The State of the Unions: Unions are Helpful, Say Happy Managers” ] 


[Text] Huaqiang Sanyo Electronics Co Ltd, a factory manufacturing cassette 
recorders and colour TV sets, has a workforce of more than 1,100, of whom 700- 
plus are trade union members. 


[t is a joint equity venture between Sanyo and the commercial arm of the 
's electronics department. Its Japanese manager is very 
satisfied with the performance of the trade union in its factory. 


Guangdong Government 


“Not all the workers' attitudes are good; some young ones may not be 
cooperative. The trade union can help in educating them because workers are 
very obedient to trade union instructions,” the Japanese manager told the 


SUNDAY STANDARD. 


Mr Peter Cheng, a Sanyo llong Kong employee who is the chief secretary of the 
company, thinks that trade unions in Shenzhen are different from their 
counterparts in other countries. ‘They are non-political and only take care 
of the workers’ welfare. They are responsible for buying drinks and fruit and 


distribute them to workers. They also organise picnics on holidays,” Mr Cheng 
Said. 

“What the company wants is that they should not interfere with the company's 
administration and should not hold meetings during working hours as this could 
arTrect ptr duc tion. 

“Our trade union follows these rules and assists in conciliating conflicts 
between employers and workers. It is working perfectly,’ Mr Cheng said. 


“The trade union in our company helps to reduce the workload of the 
administration, said Mr Cui Liantai, manager of Shenzhen Aero-Fasteners 
Manufacturing Co Ltd. 


The factory manufactures fasteners for home electric appliances and was formed 


jointly by China's Ministry of Aviation Industry and a Hong Kong businessman 








in 1982. To ensure production quaiity, the Ministry of Aviation Industry 
transferred more than 100 workers from one of its factories in Xian. 


During the early days of its establishment, the infrastructure and public 
utilities in Shenzhen were very poor. Even roads and water supply were 
lacking. The workers from Xian were not accustomed to the hot and humid 
climate and also had problems with the food. 


"The role of the trade union was very important at that stage. It had to 
provide good care for these workers who were away from home working in such a 
poor environment. At the same time, it had to help workers to learn how to 
operate imported machines which were unfamiliar to them” said Mr Chen 
Zengxiao, the factory's trade union chairman. 


“The work of the trade union enables the workers to work wholeheartedly in 
Shenzhen,” said Mr Chen. 


“Both the Hong Kong and Japanese investors appreciate very much the 
contribution of our trade union. As a member of the management, what I focus 
on is whether the factory can earn more. I might neglect the rights of the 
workers, but that is where the trade union comes in,” said Mr Cui, a manager 
from the Chinese partner. 


/12913 
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21 May 1986 


POPULATION 


NEW REHABILITATION ASSOCIATION TO BEGIN WORK 
OW231916 Beijing XINHUA in English 1834 GMT 23 Apr 86 


(Text ] Beijing. 23 Apr (XINHUA)--A rehabilitation association was founded 
here today to operate under the China Welfare Fund for the Handicapped. 


As a National People's Academic Organization on Rehabilitation, the associ- 
ation aims at uniting people and organizations associated with rehabilita- 
tion to work for the development of China's rehabilitation services and to 
help handicapped people t- serve society. 


Deng Pufang, director-in-chief of the Chine Welfare Fund for the Handicapped, 
inaugurated the association. He said that the association will link medical 
science with society to serve the Chinese handicapped people wholeheartedly. 


The main task of the association is to conduct scientific research on rehabil- 
itation, seek new methods suited to China's conditions and train talented 
people in this field, said Wang Luguang, deputy director-in-chief of the 

fund. 


Wang added that the association would also strengthen its contacts with con- 
cerned organizations and experts in the other parts of the world. 


More than 300 people including experts on medicine, education, rehabilitation, 
architectural design and administracion from various parts of the country at- 
tended the inaugural meeting. During the next three days they will draw up a 
constitution for the association, work out regulations awarding achievements in 
rehabilitation scientific research, and appoint the council members of the as- 
sociation. 


According to statistics, there are 200 and more rehabilitation organizations 
throughout China. A rehabilitation centre for crippled people is now under 
construction as a major project. 


1/9274 
CSO: 4020/301 
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21 May 1986 
CHINESE MEDIA ON EIGN ECONOMIC AFFAIRS 
MARKET PLANNING IN YUGOSLAVIA'S ECONOMIC SYSTEM 
Kunming JING WENTI TANSUO /INVESTIGATION INTO ECONOMIC P .OBLEMS/ in Chinese 
No }, 20 J >p a 
[Article by Tong imin [0104 1807 2404): "Yugoslavia's Search for the Best 
Mix of Market Mechanisms and Planning"] 
[Text | Yugoslavia's “socialist economic self-management mechanisms are dual 
in nature, that is, they are based on planning principles and the law of 
value. Neithe Lanning nor the law of value can ensure the consolidation and 
development of the stem of public ownership on its own. Instead, they must 
be dealt wit n the context of dialectical unity, which is the only way they 
ean function er to regulate the economy." (Footnote 1) (Yi Ma Ke Xi Daan 
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al Basis of Public Ownership," Chinese edition, p 2) 


o gement economy includes two elements, market forces and 
narket economy as well as an economy of social planning. 
rganic part of the market economy and a most important 
ia's economic system is a unique socialist economy based on 
na differs from both the capitalist market economy and the 
ng 3 mM. It is in line with the lofty Marxist goal of 
é ree associations" and takes as its point of departure 
2=t and the law of value cannot be abolished right 
y an essential regulatory role. It is based on the 
state ownership of the means of production to social 
y the theory of worker self-management and the more 

t 100r. 
jue self-management market planned economy, which 


retically significant, but it has also been tested, 
ious strength in Yugoslavia's development. 


t mations, Yugoslavia for a time subscribed to the notion 


ipitalist thing incompatible with the nature of a 
t th the market and commodity production are bad as 
2rned. But it was the first nation to free itself 








from this traditional ideological straitjacket and discarded the ntiquated 
ideas that socialism and the commodity economy were mutually exclusive, that 
commodity production would inevitably lead to capitalisu, that means of 
production could nut be commodities under a socialist system, that the market 
and the law of value have no _ regulatory ffects on production, that 
enterprises had no place in a market where products were freely distributed, 
were not equipped to be independent production units and should be subject to 


administrative control in every way, and that agricultural products should be 
sold to the state voluntarily. It also rejected the mistaken theory which 
held that "the greater the extent of centralization, the higher the degree of 
socialism." Learning from failure, Yugeslavia realized that owing to limits 
imposed by productive forces and the present developmental level of the 
relations of production, enterprises remain the main link in the production 
chain and possess a certain measure of independence despite public ownership 
of the means of production and that what dictates their p tion activities 
and inter-enterprise relations is still economic interest. Labor had yet to 
become direct social labor and labor expended in production still inevitably 
expresses itself in the form of a commodity. Labor is the only means by which 
the worker makes a living. Competition and material incentives are still much 
more effective than administrative fiat in stimulating enterprises' and 
workers' enthusiasm and initiative. All this is determined by the relations 
of production in the real world and is independent of human will. Yugoslavia 
realized that they should use the law of value in every way and give full rein 
to the market. Hence their decision to introduce market mechanisms, allow 
greater decentralization and develop workers' self-management and, later, 
social self-management. 


The market, in existence long before socialism, constitutes a key mechanism 
for regulating economic development in human society. It has proved to be 
both necessary and effective in modern economic and social life for the 
following reasons: 


1) Market mechanisms help us resolve effectively the contradictions between 
limited resources and unlimited needs. In mediating the allocation of 
resources, market mechanisms are more effective than any other tool. Market 
mechanisms influence the distribution and use of limited resources in line 
with consumer needs and wants so that the market is assured of the plentiful 
supply of good-quality products in the variety, color, style, etc. that people 
want. Market mechanisms also continuously lower production costs and 
commodity prices and make availabe to the consumer a stvady stream o 
Satisfactory products. 


2) The modern economy is gradually headed for intensification and stresses 
economic results. And economic results, first and foremost, depend on the 
operational activities of grassroots organizations (enterprises) end on their 


initiative and enthusiasm. If an enterprise fails to take into account 
consumer needs and wishes or the choice of certain products and labor demands 


(i.e., if it fails to consider market changes,) and doe not adjust its 
production thrust in time or modify the kind of product it turns out, it will 
not be able to come up with good results. Even in a socialist economy, in 


other words, all economic organizations must be relatively independent and 
practice self-management so that they can plan production anc marketing in 








accordance with market demands. Only when economic organizations are driven 
by this type of internal dynamism and vitality can we ensure the rapid 
development of the entire economy. 


3) Following the development of systems engineering and cybernetics, the 
market and market mechanisms came to be regarded as "compensator of occasional 
Maladjustments" and "counterbalancing automatic regulator." In systems and 
cybernetics theories, the market, the ancient but essential promoter in the 
national economy, is seen as a tool capable of eliminating the imbalance 
between supply and demand and making timely adjustments in accordance with 
Systems principles. It can satisfy market demands and achieve maximum 
economic results for the enterprise. According to systems theories, the 
market is made up of a variety of relatively independent but interacting 
components each playing a different role. The efficiency of the entire 
economic system is determined by the efficiency of each and every independent 
component. 


4) As a gigantic system, the entire national economy is highly complex and 
structurally diversified, embracing as it does different industries, sectors 
and areas at different levels, of different standards and in different 
Situations. They eack constitute a subsystem, pursuing different goals and 
missions with different practices and approaches. This special feature of the 
nations economy shows that it is impossible to rely exclusively on the direct 
leaders ip of the center of the system, a point confirmed by the experience of 
other n, tions. Eve.. with the aid of state-of-the-art computer technology, it 
is unrealistic to believe that a central command can exercise direct 
leadership over the entire economy. No matter how meticulous and detailed, 
centralized planning cannot take on and regulate all the relations in a modern 
economy. 


5) Market and market mechanisms constitute a crucial tool with which one can 
d'stinguish well managed enterprises from those which are poorly run. 
Competition gives enterprises a material incentive to lower production costs, 
raise labor productivity and increase profits. 


6) The market provides consumers with the freedom of choice. As consumption 
becomes more sophisticated and diversified and consumer demands for products 
of a better quality and greater variety translate into new tasks for 
enterprises, only the market can mediate this kind of supply-demand relations 
betiveen consumers and producers and provide the channel for’ direct 
interaction. In the process, the market feeds producers with information and 
stimuli, spurring them to develop new products, adopt new practices, apply new 
technology and new processes and give fuil rein to their creativity. In other 
words, the economy can adapt to changes and make steady progress only when 
producers are given the power to operate independently and are provided with 
material incentives and only when workers have a material interest in the 
fruits of their labor. Market mechanisms provide conditions for the 
establishment of a relatively stab’e economic incentive system. 


‘) In promoting the free association between labor and social capital and in 
Steering investments in a certain direction, market mechanisms also play a 
role which must not be ignored. 
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Given the present stage of socialist development in Yugoslavia, productive 
forces remain at a low level, commodity supplies have yet to achieve abundance 
and the fruits of labor are still distributed in line with the principle, to 
each according to his work. The various associated labor organizations are 
self-managed independent economic units. Under these circumstances, only the 
market and the law of value can regulate production, distribution, exchange 
and consumption. It is the market which can better handle the selection of 
means of production for future production and more effectively distribute 
resources and newly created value. It is the market which can more 
successfully compel enterprises to operate rationally and apply new technology 
and processes extensively. Through competition, particularly international 
competition, the market prompts enterprises to lower production costs, improve 
quality and increase variety, color and design. To put it differencly, within 
the framework of self-management and the system of commodity social ownership, 
economic organizations in Yugoslavia operate freely in accordance with the 
country's principle of market unity. The market represents a bavric medium 
through which individual and special economic act‘vities are coordinated with 
general social needs. Economic organizations no longer produce to fulfill a 
plan but to satisfy the market and users. Under the self-management system, 
various econumic organizations enter into contact with one another through 
coumodity exchanges and decide what to produce in light cf market conditions. 
As for laborers, they are the people responsible for all these crucial 
decisions. To ensure that its economic organizations become genuine 
"independent commodity prouucers," Yugoslavia carries out continuous economic 
reform to strengthen their right in income distribution in order to adapt to 
the demands of domestic and international markets. In Yugoslavia, it is not 
possible to deny the marke To do so is tantamount to defending 
bureaucratism and centraliza Yugoslavia has a unified market, a unified 
currency, a unified tariff <;.tem, a unified tax code and a unified credit 
system, among other things. In addition, there is a unified self-management 
social plan to provide guidance. In short, “economic principles, market 
standards and market relations must first find expression in Yugoslavia's 
unified market. In this unified market, there are unified currency and price 
systems, the methods of solving economic structural problems are unified, and 
commodity, labor, services, knowledge and social capital circulate freely. 
Such are the theoretical and constitutional principles of Yugoslavia's unified 
market and market mechanisms." (Footnote 2) ("The Basic Principles of Long- 
Term Economic Stabilization Plan," in ZHANDOU BAO, 27 April 1982) 


Planning Mechanisms 


Yugoslavia's self-management market planned economy does not exclude the need 
for plannine. Planning is actual’y a vital factor and mechanism in 
Yugoslavia's economy, comparable to one of the two wheels of a vehicle. 
Remove it and the entire economy cannot function normally. Planning is not a 
dispensable thing, certainly not in today's economy for the following reasons: 


1) The market and market relations are riddled with flaws and inadequacies. A 
sole reliance on market mechanisms is no longer able to ensure the most 
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7) Market mechanisms are of minimal use in narrow i 
between regions. This is because the market is neerne nly with market 


wn 
criteria and seeks to maximize short-term gains to the neglect yf long-term 
social benefits. Spontaneous market activitie nay feepen historical 
divisions and widen existing gaps. When we use market information f this 
nature, we should go out of our way to consider national and general interest 
and must not look at personal or partial interests alone. reduce regi 
economic gaps, bring about the equitable distribution of productive for 
achieve the balanced development of the entire Yugoslavian nation, 


important task, the Yugoslavians must fall back 


8) Employment problems and rising unemployment have emerged in the wake 
developments in social production forces, increasing vitality n economi 


organizations, widening application of advanced science and technology and 
continuous improvements in labor productivity. Solving unemployment require: 
social action: opening up more employment opportunities, naking new 
investments, developing new industries. Here again we cannot depend on the 
market. 


9) The market cannot produce satisfactory plans or information regarding lone- 


term economic development strategies, maior investments and future producti 
structures, etc. Day-to-day market prices are not a good indicator of long- 
term price movements. Nor can the market coordinate the scale of investments, 
the choice of technology, inter-sector distribution or reg l distribution. 
In other words, the market cannot function as a mediator f investment 
choices. 


These limitations of market mechanisms can be made good r overcome by 
conscious, rational planning and social action, that is, planning can be used 
consciously to guide and regulate economic development. 


Planning is another regulatory mechanism in human society and economy. All 
countries today need to plan although they carry out lifferent kinds 
planning, depending on their own circumstances. Many experts ir Yugoslavia 
believe that the market and planning are two complementary systems, that the 
law of value and planning are not mutually exclusive and that planning is an 
element of the law of value, in fact, its largest, most significant element. 


Planning is economic policy with its specifics spelled out. It results from 
Our understanding of the law of value and does not substitute for it. 
Planning which does not comply with the law of value can be consid 
Subjectivist product. Even the most painstaking planning cannot be very 
detailed, concrete or applicable to the situation at hand. Planning must be 
achieved through the supply-demand relations, market competition and the law 
of value. In other words, “we must observe the market factor through 
planning. Similarly, planning is a corrective of the negative factors 
accompanying market and commodity production." (Footnot« 3) (XINSHI BAO, 
[Yugoslavia] 14 November 1975) It follows that only when we fully understand 
economic principles, namely, the law of value, can we plan effectively. This 
applies in particular to economic organizations when they go about their 
production activities as independent producers. It is exactly through the 
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Valua I selit-manageme zree , tra 35 self-management 
lans, social plans and various economic laws and policies that economic 
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organizations in Yugoslavia coordinate the relations between all sectors in 
" . “7 . 4 2 
society. This is why the Yugoslavian self-management market society is also 
referred to 2 social lanne nder f market and as a 
—-=' tT — mH ye 1a Yr? i tT . 
In Search Of The Best Combination of Planning And Market Mechanisms 


Yugoslavia has indeed reaped practi::al benefits from the implementation of its 
rrique self-management market planning e.g., better products, more plentiful 
plies, a rich variety of commodities in a dazzling array of design and 
‘xolor, a flourishing market, brisk selling and buying. Economic organizations 
produce to satisfy market and user needs. They have made efforts to study the 
market cl ly, open up domestic markets, fight their way into international 


markets and hold their own in international competition. Their services are 
rendered with even more minute attention to jetails. Internal economic 


linkages are being strengthened by the day. ne yhain of command in 
ganizations has been shor*sened considerably and bureaucratism has been 
uurbed along with the issue of arbitrary and impractical directives. There 
has been greater economy-mindedness and less waste. The initiative and 
enthusiasm of economic organizations and workers have been strongly mobilized. 
The efficiency of the Yugoslavian market economy ; unmatched by that of any 


country which practices centralized planning. 


Nevertheless Yugoslavia's self-management market economic system remains 
something of an adventure and experiment. Yet to be determined is the best mix 
between planning and the market. Should it be fifty-fifty? Or 4:6? Or 3:7? 
Should it be a planned market economy, in which the market is the dominant 
element? Or should it be a market planned economy where planning takes 
senterstage? Yugoslavia's comrades say that they have decided to sidestep 
these theoretical choices: Is this a planned economy or market economy? 
Should there be more planning than market mechanisms or vice versa? Do they 
want a planned market economy t planned economy? What Yugoslavia 
has done is to combine planning with market mechanisms. The commodity market 
economy is a prerequisite of Yugoslavia's economic system, but the former 
rests on the new social basis. A commodity market economy founded on self- 
management relations nullifies market spontaneity. Through a host of tools 
under the self-management system, all self-management social plans, social 
contracts and self-management agreements oversee the commodity economy and rid 
the market economy of its spontaneity. Footnote 4) (Based on a conversaticn 
between Di Fu La Shi Qia Li Ji of Yugoslavia and a delegation from the Chinese 
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Academy of Social Sciences on 27 Dec 1978 
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After rejecting the anachronistic concept that there is just one socialist 
economic model, Yugoslav theoreticians affirmed the functions of the market 
and market mechanisms and the need for social planning. But the debate goes 
on about which should be the dominant element in the system, planning or the 
market. There are generally two schools of thought. One school holds that 
the Yugoslavian economy is essentially one of planning. As this group sees 
it, Yugoslavia's self-management social planning is founded on self-management 
agreements and social contracts. Their contents are clear and detailed and 








they involve a high degree of mass participation. Hence it is basically 
within their capacity to coordinate economic developments. The other school 
believes that the market should be the dominant element. All economic 
activities must basically be coordinated through the market. Social planning, 
toc, must be effecved through the market. The market and free competition 
remain two effective means of raising product quality, lowering costs and 
improving business management. Labor, the means of production, products and 
scientific research, among other things, should all be able to circulate 
freely in the market. The debate between the two schools of thought has not 
been resolved even today. 


Although the two groups each cling to their own arguments with much tenacity, 
there is one similarity between them; both believe that planning and market 
mechanisms are necessary and can be combined to good effect. As Tito told the 
10th Congress of the Yugoslavian League of Communists, "Under the present 
circumstances, we must genuinely respect the market and observe the market 
principles, including international market trends. This is because the market 
and the market principle are the coordinators of development. However, we 
cannot take a laissez-faire attitude toward the entire development of the 
nation, especially key development issues. Even as we respect the objective 
possibility of production, production requirements and principles, we must 
guide development with our plan based on self-management and coordinate the 
basic relations in social reproduction." (Footnote 5) ("Selected Works of 
Tito," 1974-1980, Chinese edition, p 46) 


In short, according to its 1974 constitution and the "Joint Labor Act," 
Yugoslavia is a self-managed market planned economy. Under socia.ist 
commodity production, economic principles and a unified Yugoslavian market and 
through various self-managed organizations, self-managed interest groups and 
social political groups, the proletariat and all laborers in various self- 
Managed labor organizations in the federation, republics and autonomous 
provinces hold consultations to draw up a unanimously agreed self-management 
plan in order to ensure economic and social supervision over the entire social 
reproduction and over the conditions, capital and results of joint labor, to 
coordinate the entire reproduction and the proportionate relations between 
various social, economic and material sectors, and to overcome market 
spontaneity. In aword, as far as socialist self-management is concerned, 
there is only one choice: to find the best combination between planning and 
market mechanisms and work hard to follow the market, abide by even more 
thoroughly and reaffirm the economic principles and standards of market 
mechanisms, on the one hand, and further implement and perfect self-management 
and social planning, on the other. 
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ROLE OF LINKED EXCHANGE RATES IN STABILIZING FINANCES 


Guangzhou GANG AO JINGJI [HONG KONG AND MACAO ECONOMIC DIGEST] in Chinese, No 
9, 25 Sep 85 pp 20-23 


[Article by Pan Dehong [3382 1795 3163], World Economics Institute, Shanghai 
Academy of Social Sciences: "Effects On Hong Kong Economy of Hong Kong Dollar 
Linked Rate of Exchange System" ] 


[Text] The joint Chinese-British statement has suddenly brightened Hong Kong's 
political and economic prospects; the situation has sudderily changed 
complexion; Hong Kong's currency has strengthened; the stock market has 
rallied; real estate has revived, and industrial investment has become lively. 
How, under these circumstances, to evaluate the Hong Kong dollar linked rate 
of exchange system that "is extremely beneficial to and of important 
significance for the public"(footnote 1)("Hong Kong Market," Aug 85 p 1) when 
the Hong Kong dollar is stable, and to estimate its future effect on the dong 
Kong economy is a question worth exploring. 


1. The Exchange Rate System and the Hong Kong Economy 


Hong Kong put into effect a "free exchange” monetary system because it is a 
free port highly dependent on foreign trade that has to import an overwhelming 
majority of its raw materials, machinery and consumer goods. In addition, 
more than 80 percent of Hong Kong's manufactures have to be exported. Export 
value accounts for between 80 and 90 percent of Hong Kong's industrial output 
value. This means that exporters take in large amounts of foreign exchange 
each year and importers have to use Hong Kong dollars to buy hundreds of 
millions worth of foreign currencies such as dollars, yen and marks. Hong 
Kong has no foreign exchange controls so funds move freely and "free exchange" 
of currency is a prerequisite for maintenance of the prosperity and 
development of Hong Kong's economy. 


Hong Kong had a stable exchange system for a long time. Because Hong Kong was 
a member of the sterling bloc, and later of the sterling area, the exchange 
value of Hong Kong currency has been tied to the British pound ever since 


1935. 


After the 1960's, the British pound began to weaken and the Hong Kong dollar, 
which was linked to it, devaluated. Since most of Hong Kong's imports came 
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from China, Japan, and the United States, Hong Kong's import costs rose 
tremendously, adversely affecting prices for Hong Kong goods. On 23 June 1972, 
Britain announced a free floating exchange rate for the British pound, but the 
Hong Kong government continued to maintain an exchange rate of H.K.$14.55 to 1 
British pound. Subsequently, as the British pound continued to slide, Hong 
Kong faced an all-around rise in prices and pressure from public opinion. The 
ill-advised adherence to an exchange system tied to the British pound had 
caused great damage to the Hong Kong economy and forced the Hong Kong 
authorities to a decision to abolish the traditional relationship between the 
Hong Kong dollar and the British pound. On 6 July 1972, the Hong Kong 
government decided on an exchange rate pegged to the U.S. dollar of H.K $5.65 
to $1.00, fluctuations in the rate of exchange regulated at 2.5 percent of the 
central rate. Avoidance of the instability caused by the free floating British 
pound exchange rates and pegging the value of the Hong Kong dollar to the U.S. 
dollar benefited Hong Kong's foreign trade. The Bretton Woods system had 
completely collapsed. Only after exchange rates throughout the world were 
hastily severed from the United States dollar did the Hong Kong government 
abolish the upper and lower limits on the exchange value of the American 
dollar on 26 November 1974, and let the Hong Kong dollar float. 


Under a free floating exchange system, exchange rates achieve balance through 
market supoly and demand. The positive role of floating exchange rates in 
regulation znd in the circulation of funds is evident. Countries and regions 
uSing free floating exchange rates all use dynamic monetary policies to 
stabilize exchange rates. Hong Kong has no central bank, so it mostly uses 
foreign exchange funds to buy and sell Hong Kong dollars and foreign exchange 
to regulate supply and demand of currency, and it influences interest rates 
through banks daily interest rate markets. Interest rate agreements also 
function to regulate funds. Such an elastic monetary policy has played no 
small role in the prosperity of Hong Kong's economy, but it has also 
occasioned some problems. In 1982 when Hong Kong real estate tumbled and the 
economy went into a readjustment period, the Chinese-British talks, plus 
speculators adding fuel to the flames, brought about the dumping of Hong Kong 
currency that resulted in a downward plunge of the Hong Kong dollar exchange 
rate and the Hong Kong dollar blizzard of 24 September 1983 when even the 
dumping of foreign exchange by the foreign exchange fund and the raising of 
daily interest was to no avail. At that time, Hong Kong currency had been 
dumpted to an irrational level, and very clearly this had not been the work of 
economic factors 2lone. People had lost confidence in Hong Kong currency, and 
regulation was powerless to play a role. Institution of foreign exchange 
controls or some similar measures might also cause the Hong Kong financial 
center to be wiped out in a moment. Only the revival of fixed rates of 
exchange could stabilize confidence. It was against this background that the 
linked exchange rate system was born. 


2. The Role of Linked Exchange Rates in Stabilizing Hong Kong Finances 


On 17 October 1983, the Hong Kong government put into practice two financial 
measures to stabilize Hong Kong currency. The first was a ruling that when 
banks of issue increase the issuance of currency, they would have to use a 
fixed exchange rate of HK$7.80 to $1.00, and that certificates of 
accountability would have to be obtained for payments of U.S. dollars into the 








foreign exchange fund. The second was exemption from taxes on interest from 
Hong Kong dollar savings accounts. The first of these meant directed exchange 
rates and applied to dealings between banks of issuance and the foreign 
exchange fund and non-issuance banks. Adoption of linked exchange rates was 
doubtlessly an important action for the stabilization of exchange rates. 
Stable exchange rates could decrease risks in foreign trade and overseas 
investment and could reduce the fixed prices for goods and the instability of 
prices for imported raw materials brought about by tremendous fluctuations in 
exchange rates. It would help importers and international investors calculate 
costs and interest. 


The goal of the new measures was to stabilize the Hong Kong dollar. In 1984 
two different assaults took place. From January through March 1984, the Hong 
Kong export situation took a turn for the better and people felt that the 
directed exchange rate between the Hong Kong and American dollars had been 
placed too low. They figured it would be raised to $1.00 to HK$7.50, so they 
scrambled to convert U.S. dollars into Hong Kong currency. As aresult, the 
Supply of American dollars increased greatly and the telegraphic trausfer 
value of the American dollar skidded below the fixed exchange rate, #!.00 
exchanging for HK$7.75, the lowest exchange value since institution of 
directed exchange rates. Funds had to find avenues for investment so interest 
was lowered time and again, the preferential interest rate falling from 13.5 
percent at the end of 1983 to 8.5 percent. In July 1984, it was again widely 
rumored that the directed exchange rate between the Hong Kong and American 
dollar would be lowered from HK$7.80 to HK$8.00, and the exchange rate between 
the Hong Kong dollar and the U.S. dollar skidded to HK$7.95. The banking 
association had to raise interest 0.3 percent per month and the preferential 
interest rate increased from 13.5 to 17 percent.(footnote’ 1)("Economic 
Reporter," 21 Jan 85, p. 6). The two assaults subsided fairly rapidly; 
however, one could see clearly that as a result of the institution of the 
linked exchange rate system the former trend of funds flow that had been 
reflected in exchange rates and the strength or weakness of currency values 
had shifted to being reflected in interest rates. After the Hong Kong dollar 
had been denominated in U.S. dollars, under ordinary circumstances, interest 
rates on the Hong Kong dollar could only follow interest rates on the American 
dollar; otherwise there would be an outflow of funds and the goal of attaining 
a stable Hong Kong dollar would be difficult to achieve. Thus, in 1984 Hong 
Kong interest rates changed frequently. Interest rates were adju'ted 16 times 
or more that year and market interest rates fluctuated from 1 percent to 40 
percent (footnote 2) (Ibid. No. 3, 85 p 6). 


Foreign trade is of crucial importance to Hong Kong and the strength of the 
export trade is based on the following: (1)competitiveness of export goods; (2) 
ability of foreign markets, particularly the American market, to absorb goods. 
The turn for the better in the foreign trade picture during 1983 and 1984 was 
not unrelated to the linked exchange rates. In setting linked exchange rates, 
the Hong Kong dollar was undervalued, which naturally benefited exports. It 
was for this reason that Hong Kong goods enjoyed a better price position on 
world markets than goods from developing countries, and with revival of the 
American economy ability of the market to absorb goods became strong, so Hong 
Kong's export situation took a turn for the better in 1984. Statistics show 
that during the first 11 months of 1984, value of exports had increased nearly 
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exports of Hong Kong manufactures.(footnote 2)("Weekly Economy," vol 192 p 32) 


ne ).S. foreign trade deficit for 1984 reached $123.3 billion, double the 
1983 deficit and three times the 1982 deficit, there has been an increasing 
Strengthening of measures to protect American trade, which have had quite an 
impact on exports of Hong Kong manufactures. Lack of elasticity in Hong Kong 
dollar exchange rates is clearly not in Hong Kong's best interests. 

In addition, the role of linked exchange rates and the strength of the U.S. 
dollar have made the Hong Kong collar become a "hard currency." In 1984, the 


exchange value of Hong Kong collars rose against othe: major currencies. 


During the last half of 1984, the exchange rate for the Hong Kong dollar rose 
11 percent against the West German mark, and also rose 14 percent against the 
pound sterling. Hong Kong's inflation rate is also higher than Germany's or 
the the United Kingdom's, and the somewhat high price of Hong Kong 


manufactures in European markets continues. Western Europe is the second 


largest market for Hong Kong manufactures, accounting for 23 percent (footnote 
3)("Weekly Economic Commentary." 10 Mar 85 p 17) of the total value of exports 
of Hong Kong zoods. Exchange rates that are on the high side weaken the 
competitiveness of Hong Kong products. A slowing in exports to the European 
market is no trivial matter. 


Historically Hong Kong has been a free port fairly strongly influenced by 

foreign economies. To advance development of the Hong Kong economy, the Hong 

Kong authorities have always instituted realistic and flexible financial 

policies. The several changes in foreign exchange systems in Hong Kong in the 

past have resulted from specific circumstances at the the times. After the 

Ollapse of the Bretton Woods system and the existence no longer of an 
Lut 


C 
absolutely stable “hard currency” in international finance, it was only when 
the Hong Kong ithorities faced a large slide in the value of Hong Kong 


rrency aS a result political influences that they selected a fairly 
influential currency, American dollars, to denominate Hong Kong dollars. This 
psychologically strengthened people's confidence in Hong Kong currency. Now 
that the “Hong Kong dollar blizzard" has passed, the political outlook is 
bright and linked foreign exchange rates are revolving smoothly, there is no 


need to cancel them immediately. 


In the writer's view, changes to the linked foreign exchange system should be 
determined »y the degree of fluctuation in foreign exchange rates against the 
U.S.dollar that lead to instability in the value demand of currency. 


The authorities in Hong Kong have repeatedly stated there would be no 
abandonment of the current linked foreign exchange system or the exchange 
rates. Britain's KXianli [7359 0448) Forecast Center estimates that for the 
f.rst quarter of 1986, the exchange rate will return to a HK$6.70 - HK$6.90 to 
$1.00 level. If so, it seems possible that the directed exchange rate 
will be appropriately adjusted to reflect the actual value of the Hong Kong 
jJollar based on the overall potential of Hong Kong so as to avoid transferring 
pressure from the increased value totally onto interest rates. 
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HONG KONG HOPES TO STAY IN ASIAN DEVELOPMENT BANK AFTER 1997 
Hong Kong MING PAO in Chinese 4 Nov 85 p 34 
(Article by Zhang Guowei [1728 0248 0251]: "Hong Kong Hopes to Remain a Member 
of the Asian Development Bank after 1997"] 


LText j Political and economic analysts in Hong Kong believe that Hong Kong 
should have little difficulty in remaining a member of the Asian Development 
Bank [ADB} after 1997. 


In his speech opening a new session of the Legislative Council last week, 
Governor Sir Edward Youde said that the Sino-British joint liaison group has 
decided after consultations to make arrangements for Hong Kong to stay in the 
ADB after 1997. 


The ADB currently has 45 members, including nations and regions, of which 31 
are in Asia. The remaining 14 non-Asian donating nations are in Western 
Europe and North America. 


Li Pengfei, [2621 7720 7378) an unofficial member of the Executive and 
Legislative Councils, told MING PAO that in accordance with the spirit of the 
Sino-British joint declaration, Hong Kong should have no problem in remaining 
an ADB member on its own after 1997. 


Annex 1 of the Sino-British joint declaration stipulates that the "Hong Kong 
special administrative region may on its own, using the name ‘Hong Kong, 
China,’ maintain and develop relations and conclude and implement agreements 
with states, regions and relevant international organizations in the economic, 
financial and monetary, shipping, communications, tourist, cultural and 
sporting fields." 


Li Pengfei pointed out that though not an ADB member at the moment, China will 
have jvined the bank by 1997 and in accordance with the principle of one 
nation, two systems, Hong Kong should be able to keep its ADB membership. 


Another political analyst, however, has noted that although both China and 
Britain hope to see Hong Kong continue as a member of the ADB after 1997, they 
will certainly have difficulties in persuading other ADB members to go along 
with this arrangement. 














In 1983 China formally notified the ADB cf its intention to replace Taiwan as 
a member of tnis Manila-based organizati 


China's admission to the organization has been cane of the major debate topics 
at the annual meeting of the bank for the past several years. 


If China applies for membership in accordance with regular procedures, it will 
te admitted readily. A formal application, provided it makes one, will 
certainly be approved by two-thirds of the members. 


The problem is that China wants the ADB to terminate Taiwan's membership 
before it joins. This is bound to be opposed by many members. 
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